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PUEFACK TO THE SEVENTH EDitlON. 


I N this edition, tlic hfst that lias boon required since 
my husband’s death, JL liave (*rideavoureci within 
certain limits, to adopt the methods which he taught me 
in the preparation of previous editions. '^Fhat is to say, 
while I have altered nothing on Avhich a difference of 
opinion could exist, 1 have brought all the facts and 
figures up to date, h.ive discarded such illustrations as 
seemed to be obsolete, and fftwe VerifieJ. the facts on 
vvhi(di the arguments tare bas< ‘d, by reference to hj^idi^ig 
autliorities on Uie various topics touched upon. In this 
copnecti^n I am grc'atly indebted for flihirmat^on most 
kibdly suppli(Hl by Mr James Howard, late M.P. for Bed- 
fordshire, Mr (iodfrey Garn'tl. Siuith of Magdeburg, 
Prussia, Prof(*ssor and Mrs Marsliall />f Cambridge, The 
Hon. C. W. ^ Premantle, T)eputj^ Master of th(* Mint, 
Mr C. Ramsay, of the Army Clothing Department., The 
Rev. Wilson Brown* VTcjxr of Assinglon, Suffolk, Mr J. M. 
Ludlow, Registrar of Friendly Societies, .Mr H. Hill of 
the fiidia Office, Mr Farrant, Managing Director of the 
Artisans’ and Lalfourors’ Dwellings Company, Mr Stewart 
Pixley, Mr H. W. Birks, Mr (I. H. Murray, Secijjtary to 
thp Gold and Silver Commission, AI? Prideaux, Secretary 
to the^Grolcbmifhs’ Company, Major Craigi^e, Sc?cretary to 
the Q^ntral Chamber of Agriculture, Mr Beard, Secretary to 
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the Rochdale Equitable Pioneers, and Mr J. C. Gn: 
Secretary to the Central Cooperative Board. All of the 
have most kindly and readily supplied me with iiiforn: 
tion on tile varituis jioiiits on which I consulted thei 
and 1 wish to take this opportunity of thanking <hi 
and of expressing my indebtedness U) them, especially 
Mr .ranies Howard, who preparixl a very careful a 
(elaborate estimate of the pn'sent annual valuti c^f t 
agricultural produce of the Uililed Kingdom, which 
pla-ced cit my disposal My^specaal thanks are also d 
to Mr E. J. .Dry hurst, Avho was lor thirteen years i 
husband’s secretary; he has revised all tln^ proofs a 
lielped me by a variety of valuable comments a 
suggestions. 

MILUICENT GARRETT FAWCETT. 


July, 



PREFACE TO THE SIXITI .EDITION. 


XN preparing lliis edition i havi‘ not thought it neces- 
sary to *alt(‘r in a.ny material r(.^s])eet- tlKi goiua’al 
arrangement of tin* book. OaiTi, howeV(‘.r, has been 
taken to adapt illustrations, as far as possible, to 

the cireuinstances of tlu' ])r(‘S<int tinne 

I cannot place too high a valm*. upon the assistance 
wliich I hav(' derived from wite. Tiw the cours(^ of 
revisir\g the book, she has madi‘ many most valAabte. 
suggestions, and* she has also pn^pared an Index which 
I believe', nvill be found very useful by the*reader. 

also desire (o flnink mv private secretary, Mr F. d. 
Dryhnrst, for having carefully revised the ])roors |^is tlu‘.y 
passed tlirough tlu^ ])i*ess. 


A iKjust, 18 h :}. 



PREFACE TC THE FIRST EDITION. 

m 

TT has boon oftoii remarked that Political Economy is 
morci frequently talked about than any other science, 
and that it's principles are more frequently appeahnl to in 
the discussions of ordinary life. No sciimce, however, is 
p(;rhaps more imjierlectly understood. Proibund matluv 
maticians, or accomplished geologists and botanists, are 
far more numerous than real masters of the princi])les of 
Political KcoiK^my. Huch a fact is somewhat surprising, 
w*heil it is remembeiTKl that Political Economy must b(‘ 
appeah^cl to, in order pro})erly to discuss ^.dmost any poli- 
tical. tinaucial, or s(»cia.l (juestion. Sbinotimt^s it lias •no 

^ i m 

doubt ha-ppmuMl, that qieoyik* ha^a* not become genei-ally 
familiarised with a science, because its principh\s have not 
bi en (dearly explained. But Politic^al Economy has nciver 
wantc'd able expounders. Adam Smith wrote the first 
systematic treatise on tin' subject, ai^d his work will long 
continue to be read as a masti’rpiecxi of clear lixposition. 
Mr John Stuart Mill’s tn^atise on ‘The Principal es of 
Political Economy’ is jierhaps th('. mosj) niinarkable work 
ot‘ that* gn^at author, and tin*, book will be remembered 
as amcfligst the irioj|t enduring literary jiroductions of the 
nineteenth century. *It is, therefore, necessary 4>i‘*'i?r^^o 
explain the (tbject I have had in vi(*,w in writijig the 
present work. 
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The end I hope to attain, I may bric^fly state to bo 
this. I think that all who take an interest in political 
and social questions, must desire to possess some know- 
ledge of Political Economy. Mr Mill’s treatise is so 
complete and so exhaustive, that many are afraid to 
encounter the labour and thought which are re([uisite 
to master it ; ]iorhaps, therefore, these may be induced 
to read an easi(3r and much sliorttT work. I so well 
remember the great advantage which I derived from 
reading Mr Mill’s book, that T would not pulijish my 
own work I thought that it would witb<lraw students 
from the pcausal of a mon* eomphde treatise. I am, 
however, convinced that those who become ac((uainte(l 
with the first [iriuciph's of Political Economy, will be so 
much struck with the attractiveness and importance of 
the science, that they will not relin*uish its study. 

I have not attca II]. tod to discuss all the ]>rinei ]Jos.of 
Political hfconoiuy in full dtdail; but I believe^ no im- 
portant .branch of the subjc'ct has bocib omitt(Al ; and J, 
therc'fon^, think th;#. tht* principles wliich ai\* c'x plained 
in the present work w*dl enable the n^ader to obtain a- 
tolerably" comphd.e vi(3W of the whole science. In order 
to show how^ intimatc‘ly Political Economy is connected 
with the practical que)#tions of life, I have (hnoted a 
separate chapter to some subjects of grt‘a.t pr(\s(*nt in- 
terest; such, for instance, as Cooperatjve Societii^s — 
Strides and Trades’- Unions — and Thti Effects of the 
Gold J )iscoverie{? For the convenience of the ordinary 
reader, and e.specially for those who may use the bo(3k 
tq. prepare themselves for <^xamil 4 ^lftons, T have prefixed 
a very detailcfl sumnrary of Contents, which may bt* 
reg^Med as an analysis of the work. 
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1 cannot conclude these prefatory remarks without 
acknowledging the kind assistance which I have derived 
from those who have verified my statistical facts ; but I 
have especially to thank my friend, Mr Leslie Stephen, 
Fell6w of Trinity Hall. He has given me many most 
important suggt^stions, and has carefully revised the work : 
the accurate and complete knowledge which he possesses 
of the science makes his revision peculiarly valuable. 

The labour of writing these pages would have been 
much fyeater, if I had not been fortunate enough to 
have a most patient and excellent amanuensis in the 
youth wlio is to me so faithful an attendant. 


Thinity Hall, Camuridge, 
Fd ). 1803. 
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Chafper VII. Metayers and Cottiers, and the Economic 
aspects of Tenant-Right 

Metayer and Cottier tenancy described- -In the metayer tenure thcFrent 
paid is always a fixed portion of the produce, but not always one half — 
In Tuscany the metayer rent is two-thirds of the produce — Tlte me- 
tayers who cultivate the most fertile land enjoy a beneficial interest — 
Fixed customs regulate tlie conditions of the nietayer tenure, although 
these conditions vary in different countries - TIuj contradictory opinions 
witli regard to the effects of metayer tenure explained — Why nietayer 
farming is bad in Fiance and extremely good in 4 taly — The condition 
of Irish cottiers most deplorable- -Cottier rents are regulated by the 
competition of population, iwid are tlicrefore often so high that tliey 
can never be i)aid — The Irish tenure t(*rnied ‘conacre’ exidained — The 
[JLster tenant-right is a premium paid for the good-will of 4a farm by 
the incoming to the outgoing tcnlint; tenant-rig}) t is also often under- 
stood to mcAn comxiensation for une Khan sted im])roven)evt.s — The Irish 
Jjand Acts of 1S70 and 18S1 — Tenant-right in England-— Permissive 
tenant-right was sought to he established in England by the Agri- 
cultural Holdings Act 1875— Tenant-right, (ispecially in such a country 
as P]ngland, is chiefly to bo justified not on the ground of protection 
to tenants hut that the public arc interested in the more eflicient culti- 
vation of the soil which is thus promoted- -The Tenants’ Improvements 
Act 1883 ^ rAGKS 205 — 123 


Chapter YHI, 


National Education and other R^tedies 
for L<nu Wages. 


c ^ 

The average wages are dejicrmined by a l atio between capital and the num- 
ber of the labouring population --If this ratio remains constant, wages 
cannot be increased, unh'ss* profits are diminislied, or labour is made 
more ellicient— Any advance in wages in a ])articu]ar trf?de, which 
reduces the profits of that trade below the currtMjt rate, cannot be per- 
manent- -A law to regulate wages must eitlier ho niischievous or nuga- 
tory — Equally^ unsatisfactory results would ensue if the length of a 
day’s work were regulated by law — Associations of labourers when 
carrying on business on their own account have an op2)ortunity of 
showing whether inou who now suffer from excessive oinj)loyment 
could do as much it they ^vorked a sjnaller number of hours each 
day — The State^ cannot find work for all tlio unemployed, unless po])U- 
lati4^n is restrained by law — No remedy for low wages can exert any 
decided permanent inhuenco unless it increases thc^ elhcicncy of labour 
and improves the s^^cial and moral condition of the labourers — Hence 
National Education is not only the most effectual but also an essential 
remedy -Since the introduction of National Education there has been 
a considerable decrease in crime, pauperis. ni and drunkenness — Ex- 
planation of the way in which education <Iivectly increases the efficiency 
of labour — Emig^^p-tion mayjl)e a most efficient remedy for low wages-^ 
The advantages resultuig from the allotment syste.m— The enclosure 
of commons has often inflicted great injury not only on the poor 
also on the general i)ubliC' — These enclosures ought generally in 
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future tt) be resisted — Tiie test of the efficiency of any means of raising 
the condition of the poor is this: Will it tend to make the poor ulti 

mately rely more upon self-help? paoks 224 — 238 

i 

'J 

Chai’TKB IX. Trades-Unions an rf 

An explanation of the functions of a trades’ union — Trades’ unions pro- 
duce tlieir gr<'atest effect upon wages if they restrict the number of 
workmen employed in a trade— -This is attempted to he done by limit- 
ing tlie number of apprentices — Such restrictions, if carried into effect, 
inflict great injustice on the labouring class ; they also raise the price 
of commodities, aiid may jeo])ardise the existence of an industry — 
As an example of this, the eitects of the trade's’ unions at Birminghiim 
may be rpioted- Trades’ unions not necessarily connecte>d with strikes 
— Workmen liavei a right to combine and to join a strike if they use 
neither" intimidation nor violenceriu support of their combination- - 
The majority of intelligent arlizans are in favour of tr.ades’ unions — 
Their cifc(fi on wages described — They could exert no influence on 
wages if tlie effect of competition were instantaneous — But compe- 
tition acts slowly, and in some cases, as with the wages of some 
agricultural lahoLir(‘rs, it is neutralised for an indefinitely long period 
— Wages are fixed in the same way as a bargain carried on by the 
buyer and seller of a commodity— In order to itn prove their position 
in adjusting this bargain, enix)loyers and emx)lo3'ed form combinations 
with otlicrs of their edass- -They are thus plact'd in a position of ccpiality 
— Bargaining implies antagonism of ititerest — As long as wages are 
fixed by a bargjiin, strikes will continue Xj> occur, because in settling 
<;he^^erms of a bargain it must often happen tliat one party will refuse 
to accept the price offered by the other — Conciliation and arbitration 
are not effectual remedies for strikes, because they do not remove the 
antagonism of’ interest between employers and emidoymi — Tliis is 
effected by copartnerships-— d’he ])rinciplo of copartnership delinecl — 
Its benefits extend both to emidoyers and cuiploycd — There are many 
collateral advantages conm'Cteti wifSi copartnership — It has been adopitul 
with g^eat success by M. Ijechiire and others — It is well suited to 
agriculture — The experiment of Lord George Manners at Newmarket — 
Tile progress of the movement will be greatly assisted by national 
education 239 — 255 


Okaptkii X. CoopurtXtion, 

CooxDcration exists its conip’.de form, when labourers supply the capital 
which their industry requires — Many of the. so-called cooperative stores 
aro not truly cooperative, becansp they distnlmle the profits between 
the shareholders and tlu* customers, and give ejo portitin of them to 
labour — The origin of the coojierativo movement in England — The 
history of the Koclidale Pioneers’ store — In the liochdale store the 
ordinary retail prices ^rc charged, and the profits are distributed 
among the customers in proportion to tlie amount of their purchases 
at the end of each quarter — In the Ci'/il Bervice*,^tores the customers 
receive their share of the profits by being charged a reduced price for 
goods — Cooperative stores give no credit — Great advantages result 
from this — Tlie Wholesale Society was established to supply g<Qs>ds to 
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cooperative stores — This society manufactures many of the goods it 
sells — The Scotch wholesale — Cooperative iiroduction — The progress 
of cooperativci production in the cotton trade — The question of the 
riglit of labour to a share in the profits of cooperative societies is still 
unsettled — It is much easier to apply cooperation to distribution than 
to production — Cooperative production has been carried out on a. larger 
scale in Paris than in England — Advantages of applying cooperation to 
agriculture— The late Mr (xurdon’s cooperative farms at Assington — 
Cooperative banking — A description of the cooperative banks in Ger- 
many founded by M. Schulze-Dolit/.sch — The legislative enactments 
which have impeded cooperation in England — A description of some 
undertakings which are partly cooperative in th(?ir character, such as 
building societies • PAcuis 256 — 281 


Chaptkh XI. State Socialism and the Nationalisation 

of the Land. 

Tlio characteristic of modern socialism is its reliance on the State — 
Sclnilze-Jdelit/.sch and Jjassalle the h.unders of two opposite schools of 
social reformers — Scluilze-Belitzsch advocates schenn's Imseil on self- 
help such as cooperation — Lassalle is the advocate of increased State 
assistance -Ho was the founder of the International -The most impor- 
tant scheme of State, socialism is the Nationalisation of the Land — 
Special attention lias l)0<in directed to Mu? suhji'ct in England by 
l\tr Wallace’s and Mr Henry George^s books - The*dilToronce nuinted 
out betw(?<!n the State ri*-a4)propriating land wlndi it had rolim^ish^d 
and retaining l^ossession of existing rights — This illustiah'd by 2u?rnia- 
n.Mit settleimmt iu.Tndia - The imimrtance of the Slate not surrendering 
the wliole of its lU'ojirietary rights in the lands — Tliis illustn^ed by land 
sg,les in Australia — If nationalisation carried out f>n the jdan of giving 
no (‘-omiiensation or iiia^lequaie coiiqiensation the sch(?iHC is unjust If 
full conqKinsation weie givei^great pecuniary loss would result, which 
would liave to be borne i»y gmieral^iody of tax-payers - Nationnlisation 
involves this dilemma -If tlu? land were let at less tluin market prii?o 
then an unlimited opi^ortunity would be offered h.>r State favouritism; 
if the market price is charged the cultivators would not he benefited — 
licasoiis against State appropriation of the unearned increment in the 
value oflaiid -The policy of th<i Government undertaking the construc- 
tion of 2:mhlic works considereTl, with special refeKmee to India and to 
Ei aiiee — Harm would be done to cooperation if coopei ative institutions 
ohtain<?d State loans — Some rrf the disadvantages ^lointed out of using 
public funds for the creation of a class of i»easanl» proprietors — The 
effec#ts likely to be produced by the State or municipality undiataking 
to erect houses for the working-classes — Among other disadvaiitagiis it 
would discourage till: effe»rts the working-classes are now making to 
avqijily themselves with better houses through the agency of building 
societies — Tbc scheme of Prince Bismarck for providing insurance and 
annuities for workmen by a spccialtaxupon Anployers -This^ax must 
either wholly or in largo part ultimately falMiipon tho emidoyed — Tiiere- 
fore the scheme is^rino of confi^ulsory insurance — The disadvantages of 
compulsory thrift — The {State may legitimately offer facilities for saving, 
but any institution, such as the Post Office Savings’ Bank, should be self- 
supi^rting — It is not safe to condemn a scheme because it is socialistic 

F. M, C 
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— Thus tho English poor law is based on socialism but its abolition 
would bring into operation worse evils than those which are caused by 
a poor law when properly administered — The reasons against free 
education pages 281 — 303 

CuAFi’Kii XII. On the Economic Aspects of Slavery. 

Owing tn the termination of the American Jf^ar ninny remarka made in 
this chapter are. no longer pertinent to the present time. It has however 
for various reasons been thought desirable not to omit the cJuipter. 

Slaves are a portion of the cultivator's capital ; hence, in slave cultiva- 
tion, the produce is distributed between rent and profits — The ultimate 
abolition of slavery chiefiy turns upon economic considerations — The 
late l*rofessor Cairnes, in his work erAitlcd “ The Slave power,” affirms 
that slave-labour has the three following defects: it is given reluctantly; 
it is itnskilfiil ; it is wanting in vjsrsatility — Tlie consequences of these 
defcicts traced — Slave-labour can only be profitably ernplo^'od when 
labour can be concinitratcd — No skilled labour can be carried on by 
slaves — Mr Olmstcad’s testimony — No parallel between the condition 
of slaves in flreece and the slaves of the present day— Slave-labour 
impoverishes the soil, hence fertile virgin soils are required — The 
acquisition of new territory is therefore indispensable to slavery — 
Slavery will gradually cease to be profitable, and therefore will be ulti- 
mately exterminated if restricted to a definite area 304 — 31 1 


BOOK III. 

< EXCHANGE. 

Chapter I. On Value tand Price, 

Wliy it is advantageous to discuss tin? jiroduction and distribution of 
wealiiii, before considering tbe exchange of wealth — Value and price 
defined — Value is a relative expression, and implies comparison — 
Price is the value of a commodity estimatt'd in money — There cannot * 
be a gtaieral rise in values, but there can be a general rise in prices — 
When the value of one commodity is compared with that of another, it 
is always done by comjjariug their jiliees -Hence we depart from the 
method usually pursued, and proceed atoned to consider the laws which 
determine tlie price, and not the val*ie, of commodities — The assump- 
tion is, in the^rst instance, made, that any alteration in the price of a 
(.Diniriodity is not produced by a change in the value of the^irecioua 
metals 315 — 318 

Chapter II. On the Causes which Regulate the Price of 

Commodities, 

r 

Commodities, when their price is iiiMestigated, ^re divided into three 
classes; the first class comprises those commodities whoso supply is 
absolutely limited ; the second class comprises those commodities w’hich 
become more expensive as their supply is increased ; the tb^fd class 
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einbracea tboac cominoditica whoso supply can be increased without 
their becoming more expensive — Articles of virtu, agricultural produce, 
and inanufac;tur«id produce, are reijres<'ntatives of these three classes — 
Tlie laws of j^rice which apply to the first class illustrated by con- 
sidering how the price of one of Turner’s pictures is determiueij ; it 
would lx? usually said that the price of sucli a picture is regulated by a 
ratio between the demand and the supply — This is erroneous ; the price 
must he such as to etpialise the demand to the supply — ‘Effectual 
Demand’ detined Value is cfjmposed of two elements; represented 
by value in use, and by the difficulty of obtaining an article — These 
elements symbolised by letters U and D — No article can have an ex- 
change value unless U and J> arc both present — Tlie price of almost 
every commodity depends upon 1), the element f> being only partially 
operative — U exerts its full influence with regard to those commoditios 
which arc comprised in the first class above enumerated 

PAGES 319—325 
• 

Chapter 111 . ^ On the Price of A gricultunil and Mineral 

Produce. 

The price of agricultural produce mus(, be such as to give the farmer the 
ordinary profit for his cayutal and f*)r his labour of superintendence — 
If, therefore, the rent of land iiKjreases without a diminution in the 
fanner’s othiu' expenses, the j^rioo of agrituiHural produce must rise in 
order that the faiincr may bo componHated — Ri(tardo’s theory provcis 
that rents must rise if, ai# poimhition incifeases, worse land has to be 
cultivated; but if rents rise, the price of agricuUural i)rodu(^ must 
rise — The land wdiich is •on the margin of cidtivation only ^ays^ a 
nominal reyt; and the price of agricultural produce must be nlways 
such as to give tjje ordinary rate of protit for cultivating this land — 
From this last proposition it follows that the price of agric^pltural pro- 
cjucje is jiot aff(’ct(?d by the iiaymont of rent, bfft by the demand for 
agrictiUural proiluco, si4)Ce the demand determines how far the margin 
of cultivation must descend^— The rise' in. the jnuce of agricultural pro- 
duce consequent on an inert^ase In poi^ulation may be counteracted 
either by agricultural improvements or by tlie importation t»f corn — 
The prict*. of mineral produce is regulated by laws similar to those 
which determine the price of agricultural produce — A commodity is 
said to be at it&^ natural price, when its price is such as to equalise the 
supply to the demand — The natural price denotes a position of equili- 
brium — A parallel drawn bet\^eeu this position and the elliptic planetary 
orbits — An increase decrease in the demand does not necessarily 
produce a prn2iortionate increase or decrease in price — Under certain 
circumstances an increase in the demand, say of #10 per cent., may 
protibico a rise in price of 50 per cent. — This circumstance explains 
the groat rise in the price of coal — The extremely heavy burden cast 
upon the community by this rise in the price of coal — The proprietors 
and lessees of coal-mines probably gained not less than 40,000,000^. 
a year at the expense of the general consumer — Increased economy in 
the use of coal is the only compensation wli^ch the nation can derive 
from this rise in the price of coal — The gfeat rise in the price of coal 
was succeeded by^i fall — Tlie causes of this fall examined — The fall 
was partly due to a general depression of trade, and partly to the in- 
creased production of coal, stimulated by exceptionally high profits 
an<^^wag08 3^<5— 337 
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Chapter IV. On the Price of Manufactured 
Commodities, 

Wh3' tlie laws of prico which appij^ to agricultural produce do not apply 
to manufactured produce — An increased demand for a manufactured 
commodity may economise some of the processes of manufacture and 
thus diminisli the price of a commoditj^ — This illustrated by Mr 
Tliompson’s invention for boat-building — The competition of capital 
causes a certain average rate of profit to belong to each branch of in- 
dustry' — Hence the price of a commodity must have a constant tend- 
ency'^ to be such as to give this particular rate of profit — Consequently 
the price of a manufactured commodity constantly ajjproximates to its 
cost of )>roduction — Cost of production includes the profits of the pro- 
ducer- -Sudden fluctuations in the demand or supply may' cause the 
price of a commodity to vary greatly from its cost of production — These 
variations in price, thougli great, an*, however, only temporary, since 
the competition of capital is constantly tending to make the price again 
equivalent to tfuj cost of i 3 roduction — 'rhis illustrated by an example of 
a suflden demand for rifles — ^There is a constant tenderujy in operation 
to equalise the demand for a commodity to its supply, both when the 
price of the conimudity is regulated by its cost of production, and 
when its jjrice is disturbed by sudden fluctuations in the demand and 
Kupply ' PAOKs .-^58 — 349 


C HA l^E R * V. 

''hyX'e discussed the price of commodities*before we considered the suh- 
jecd of money — Money provides a medium of exchange,, thus obviating 
barter, and money also servos as a general standfwd of value — It is not 
necessary, but it is most convenient, tliat money sliould be made of the 
I)roci<)iis metals — ^?^ny substance may be chosen as a genwal mop sure 
or standard of value; if wheat be thus selected, the x>rice of all com- 
modities must be estimated m \\^eat-#The substance which is chosen 
as money ought, as far as possilne, to possess the following qualities : 
its vafuc should be uniform; it should j>ossess an intrinsic value of its 
own ; it should contain a great value in small hulk — Gold and silver 
do not vary much in value, because the cost of obtaining these metals 
is not liable to any great changes, and, except on j-arc occasions, the 
supply of these metals is not suhje^d to sudden fluctuations — The 
quantity of gold and silver which is used ft)r other purposes, besides 
being coined into moneys is conijiaratively small, and therefore the 
quantity of gold required for such purposes does not vary greatly — Gold 
and silver have«always possessed an intrinsic value of their own, since 
no otlier substanct's are so well qualified for ornaments; the brightness 
of these metals gives them beauty; they can be long preserved, and 
their malleability makes them easily worked irfto artistic forms — These 
metals have always been scarce -Hence they possess the third requisite 
for ni^iiey, since they contain great value in small bulk — Copper money 
is used for the convouieiice of making small payments — The incon- 
venience of a double standard or bi-metallism — if gold and silver are 
both made a standard of value, then tlfis standard is subject to increased 
variations — Tire arrangements adopted by our own Mint explained-- 
Gold is in our own country^ the only standard of value, since silver and 
copper money are merely made subsidiary coins 3^0 — 362 
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Chapter VI. ^ On the Value of Money. 

Value of money’ is an ambiguous expression — It is popularly used to 
describe the current interest, as represented by the Bank-rate of dis- 
count — In Political Economy, valuc*of money means the purchaising 
power of money — Hence the value of moneys inertiases as general prices 
decline, and vice i^erad — The value of gold in bullion must be the *{ame 
as the value of gt>ld wdieii convt‘rtod into money — The fallacy of con- 
sidering that th(! value of gold has remained unchanged, because the 
price of gold never varies — The value of money is determined by the 
same laws as those which regulate the* value or price of all mineral 
produce — (xold is devoted to two distinct purpose^i: first, it is coined 
into money; secondly, it is employed for purposes of art and manu- 
fatitnro — I'lie quantity of gold retpiired for the last of these two pur- 
poses dotis not vary greatly from year to yen.i* — ileuce any increase in 
the quantity of gold produced must be almost entirely converted into 
coin -Tlie amount of money any t^juntr^^ requires partly depends upon 
the amount of its wealth, and partly upon tiie number of.limes wrhich 
any commodity is bought and sold for immey -The amount of money 
which a country keeps in circulation is no accurate measure of its 
national wealth - A country requires a greater amount of money in cir 
culatioji as its wealth and population iucrea>e In the case of an ordinary 
commodity, the demand is equalised to the supply, by either a rise or 
fall in the price of the commodity- -But the price of gold is a meaning- 
less expression ; lienee, in the case of money, the demand is equalised 
to the supply by a rise or bijl in the value of tlic precious metals - -The 
demand for a coininodity varie-s witli its price, but the ratio ^^f this 
variation cannot be precise^ defined, for it varies greatly with diiferent 
comiiHxiities — This last proposition illustratial by examples — Tfie de- 
mand for the iiiecuous metals varies, catena paribusy precisely in the 
inverse ratio of tfieir value, if uniformity in general priges is pre- 
served —If we suppose that the precious metals aAj solely employed as 
money, a nation has a tl^sniand for a greater or less amount of money, 
in order to maintain general^piices unchanged — Hence, if tlie wealth 
and population of a country increase, the demand for money will in- 
crease — It is most important that the value of gold, or, in otlicr words, 
that general prices, should fluctuate as little as possible — The supply 
of gold is catcria paribus iucreased if the value of gold advances, be- 
cause gold-mining becomes more protitable — But an increase in the 
value of gold is* caused by a deficiency in its su})])ly — Hence an in- 
creased demand for gold stimiflates an increased supply ; consequently 
the demand is equalisetf to the supply, and thus a tendency is brought 
into operation to preserve uniformity in general prices — This process 
of equalisation is analogous to that whicli takes pbice with regard to 
everyfother commodity — In the absence of any counteracting circum- 
stances, the value of tlie precious metals must increase if the cost of 
obtaining them is intweased, and vice vt'rm their value must decrease if 
the cost of obtaining them is diminished by tlie discovery of more pro- 
ductive mines pages 563 — 378 

Chapter VII. Foreign Commerce or Ijif^ern atipjif g^^ 

Foreign commerce enables the capital and labour of a country to be 
applied to those branches of industry for which it possesses special 
advantages — The advantages of foreign commerce were, while the 
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mercantile system prevailed, estimated by the amount of money brought 
into the country- Hence exports were encouraged by bounties and 
various restraints were imposed upon imports —A system of protection 
was the natural development of the mercantile system — If two countries 
produce commodities at a differeht relative cost, foreign trade becomes 
profitable to them both — Hence, it is possible that foreign trade may be 
pro^table to two countries, although all the commodities exchanged 
might be produced cheaper in one country than in the other — The 
bargain of international trade is adjusted by equalising the supply of a 
commodity to the demand for it — The profit arising from foreign 
commerce is shared between two trading countries in the inverse ratio 
of the demand whjeh each has for the commodities imported from the 
other — If England exports iron to France, and imports wheat, and 
if the cost of producing iron is cheapened in England, but not in 
France, the terms of the international 'trade must be again adjusted, 
80 as tq^ equalise the demand to the supply -It is quite possible, under 
the circumstances just supposed, ^hat the cost to France of the iron 
she imports may be reduced by an amount exceeding the diminution 
in the cost of producing this iron in England — The grain which results 
from international trade is distributed amongst the 'consumers of the 
commodities imported, and cannot be appropriated, either by the pro- 
ducers of exported commodities, or by the merchants who carry on 
foreign trade — Foreign trade will generally cause the price of a com- 
modity which is exported to rise in the home market— The home 
producers of a commodity may temi>orarily suffer loss, if the price 
of a commodity is rediused in consequeryja of foreign importations — 
But inequalities Jn the rate of profit in any industry will always be 
ultirtiately removed by the competition gf capital — The rent of land 
may be permanently reduced, if agricultural produce is cheapened by 
foreign importations — Foreign trade affects tlie p;ri<'o, both of the im- 
ported apd exported commodity — The equation of international trade, 
ther<ifore, requiresMa very complicated process of adjustmei^jb, since the 
price both of the imported and exported compiodity must be such as to 
equalise the supply to the demand for*, these commodities in both the 
trading countries — Foreign comulerco raises the price of the commodi- 
ties exported, and reduces the price of tliose imported — It may appear 
that if the commodities exported are necessaries, the labourers may 
be injured by the rise in their price, but they are more than com- 
pensated by an increase in their money wages, because foreign com- 
merce economises labour and capital, and therefore enables higher 
wages to he paid without encroaching ^pon profits — A consideration of 
the arguments in favour of protection which "are current in the United 
States and in Australia The fallacy ^explained of what is called ‘re- 
ciprocity in frte trade’ — Commercial treaties involve a certain de- 
parture from the principles of free trade — The cost of exi)ort^ng and 
importing commodities may be borne in different ratios in two different 
countries— The greatest portion of this cost of carriage would be borne 
by the country whose deiiuind is least dimiuisbed by the commodity 
being increased in price, in consequence of the cost of carriage — If it 
is assigned that there ^s perfect free trade between the two countries, 
then there cannot be a greater difference in the price of any commodity 
in the two countries than is equival«tit to the ^ost of carriage— The 
principles investigated in this chai>ter are equally true when a great 
number of commodities are interchanged, and when foreign commerce 
is not restricted to two countries — When it is said that, in order t^^-satisfy 
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the equation of international trade, the commoditiee wliich a country im- 
portfl must be equivalent in value to those which she exports, it is assumed 
that a country has no other payments to make to other countries except 
for goods imported, and no other payments to receive except for goods 
exported — if a country is a del)tor of .other ccnintries, then lu r exports 
will exceed in value her imports by an amount equivalent to this in- 
debteilness — If a country is a credit€>r of other countries, then her 
imports will exceed in value her exports by an amount etpiivaleiit to 
the net indebtedness of other eoJintries to her -These principles ex- 
plain why the exports of India always greatly exceed her iuip<»rts, and 
why, on the other liand, the imi3orts of England greatly exceed her 
exports PAOEs 379— 410 

CnAPTEH VIII. On th(^ Transmission of the Precious 
Metals from One Country to Another. 

In a note at the beginning of this chapter, it is shown that the value of 
the metal selected as the standard currency is the ^am<? whetheu’ in 
bullion or in coin, when the GoverniiKuit makes no charge for coinage 
- -'riie ])rccious metals arc distriluited in two ways: first, they are 
exported from the mining countries ns an ordinaiy commodity of 
commerce; secondly, they are transmitted from one country to another 
in the form of money — The value of tlie pteidous im tais is rcgulat(*d 
by laws identical with those which regulate the valia* of any other 
commodity wliich is excluyiged in foreign, commerce 'fhe precious 
metals are constantly transmitted iif tlie foim of money from one 
country to another, hecansc, in the first place, tluy c^outain great* value 
in a small hulk, and secondly, every kind t>f \\i*alth eati he piirejtascd 
by gold aiid*sil V(ir- -Mngiand is to a great extent the eniporiuni of 
gold; a great purtifni of the gold which is produced in Australia, Cali- 
fornia, Ac., is in tlui first instance sent to her, a.nd, then disl^ihntod by 
IkV to the various (countries of tlie ivorld — Although England i?ri])ortM 
and exports so much g?>ld, yet the value of gold is k(‘])t in I'iUgland 
approximately constaut-'-Thif cons^iiicy iif value is maintained, because 
it is impossible to obtain an undue amount of the precious^ metals, 
without producing a decline in the value of gold, or, in other words, 
a rise in general prices If general prices rise in one country com- 
paratively more than in another, the balance* of trade is at once dis- 
til ibed; the cxpdfrts from the country are diminished, and her imports 
increased, and a drain of specie, consequently, at once commences — 
There is, therefore, a coRStant agency at work, which causes the precious 
metals to bo equally distributq^ over the world 41 1 — 417 

Chapter IX. Foreign Exchanges. 

The commodities bougM and sold in foreign commerce ai’e usually -paid 
for by bills of exchange : this course is adopted in order as far as pos- 
sible to obviate the transmission of specie — A bill of exchange is a 
written acknowledgment given to a creditor,* that a debt du^ to him 
shall be paid on a particular day — If the (?xports sent to a particular 
country are equivalent in va#ue to the imports received from a par- 
ticular country, bills of exchange enable the transmission of specie to 
be as completely obviated as if the exports were exchanged for the im- 
porljp by barter — If the imports from France exceed in value the exports 
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from Erif^laml to France, English merchants will have a greater 
demand for bills drawn upon France, than French merchants for bills 
drawn upon England - Bills drawn upon France will consequently be 
at a premium — When this is the case, the exchange is said to be 
against England, and in favour i)f France — A country has consequently 
to export spe< ie when the exchange is against her -Hence the expres- 
sions ‘favourable’ and ‘unfavourable’ exchange are remnants of the 
nuy.cantile syvstem — If the exchange is against a country, its money 
will be d(?preciated in value, when conipare l with the money of a 
country which has a favourable exchange — When a scandty of gold is 
anthdpated, bills m«y rise to a greater premium or fall to a greater 
discount than is rei:)resented by the cost of carriage- -As an example, 
bills drawn o)i Franco rose lo per cent, when it w’'iis known that 
Napoleon had lauded from Flba — If an unfavourable exchange always 
requin'd specie to be actually exported# the premium upon hills would 
always closely approximate to the cost of tiansmilting sjjecie — ’L’here 
arc, liov/cver, constant ductnatioiis in the pn'mium upon bills, because 
an unfavourable exchange may bA rapidly succict' led by a favourable 
excliange — *4.11 sn favourable exchange cannot be of long continuance, 
because it exerts a tendency to diminish tlie im2:)orts, and to increase 
exports An export of the prticious metals, as ordinary commodities of 
commerce, does not necessarily denote an unfavourable exchange. 

PAGES 418 — 427 


CiiAPTEH X. The Functions of Credit. 

Credit signifies boiTOwing and lending, and therefore implies confidence — 
Credit is said to be good when there is coii^fidcnce in thos(‘ wlio borrow 
- 'ihe credit of an individual, as well as the credit of a, States is mea- 
sured by the rate of interest i^aid for money borrowed The oft-riqu ated 
maxim, ^that ’credit is ca[)ital, is a meaningless expression- -Ch-odit 
greaHy assists th(j ^production t)f wealth, b<‘<;ause wealtli which is ,ein- 
2)loycd as eatutal is often borrowt»d from tly)se wdio would not them- 
sedves erntrloy jn'oductively the w<ialtli| whicli they lend— -The deposit 
accimnts which arc held by banks illustiate tlie t‘xtent to which credit 
increases the capital of a country — Bargo i)ublic works, such as rail- 
\vays, could not be carried out if credit did not exist; the cajjital which 
they require is so large?, that it must be borrowed from a great number 
of indi\iduals — Credit enables all wealth which is s^ved to he aj^plied 
to the most jnoductive puri)ose8 428 — 434 

\ 

Chapter XI/ ^ 7Vie Injiaenat of Credit on Pidces. 

Bills of exchange, telegraph drafts, bank-notes, and cheques y^ay be 
iegar(h‘d as instruments of credit — A bill of exchange is a W’litteu 
prt)misc to pay a certain amount at a fixed <lp,te ; a bank-note is a 
pve)mis(* to j>ay a certain amount u2>oii demand — Different bankers 
exchange their cheques and bills at the Clearing House, and the con- 
venience of this coursef is great — Bills of exchange, bank-notes, and 
cheques i>rovide substitutes for money — Hence the inlluence exerUsl by 
c-redit on prices — Wlien commodities aue bought apd sold through bills 
of exchange, the use of money is as completely disi)ensed with as if 
commodities were exchanged by barter— If bills of exchange were not 
emi^loyod, one of two things would happen; either the mopey in 
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circulation must be increased, or specie would rist^ in value — It is 
credit, and not the particular form in which credit is f^ivcn, which 
provides a substitute for money — Book-credits, for instance, althont^li 
not existing in a transferable form, may provide as complete a sub- 
stitute for money as bills of exclmuge — Hills of oxcliango cause .the 
amount of credit which is giv«;u in a country to be nnudi greater 
than it would be, if book credits were alone employed -A bank-iiote 
is a more complete substitute for money than bills of exclning^!, be- 
cause} if bank-notes did not exist, money must Ix^ employed in most 
of the transactions which art} carried on i>y baidi-noU .• — If bank-notes 
did not exist, cither more money must be brought into circulation or 
general prices would decline — A coimtry r(‘(pnn*s a smaller amt-uot of 
money if it employs bank-notes; lionce bank-nob^ economise wealth, 
because, gold and silver arc valuable^ <u>nina)ditie,‘^ -No i Ib.'cL is ‘’xerted 
on prices by bank-notes, if tii(*y simply (Occupy tlie place of a corie- 
spoiiding amount of money — Goncral prices are iidvaiua'd by a bank 
note circulation if bank-notes art' a<lde<l to the circnlatioif without 
causing a corresponding amount of moiioy to be withdrawn Credit 
increases the piirebasing power of each iTulividual * anti* in tliis way 
exerts a great effect on prices Tlie ('ffect. ilioiigli great, is, however, 
temporary— Credit-pnrcliascs may ('normtaisly increase the demand for 
a commodity, and hentjo raise its ])ri4'e But tliis rise in i»ricc is only 
temporary, because the price of commoditie-, the supply of wliicb can 
bo increased, ultimately appioximates to tbtur cost of }>roduction--Tlio 
great purchasing power vvliich may Ik* ext'i ied by credit illustrati'd by 
the tea speculations in rSm — The ))rovisit^^is (»f the Bank ('barter Act 
explained — Spi^ciibitivo jmi^bases whkdi lead to a panic are not in tlie 
first instance made by bank -notes ; lienee rest ri<*ti(>nt< upon the i^siu' of 
bank-notes do not prevent ttommondal panics In the latter stagft« ofu 
yianie, tb<' dfiinand for bank-iiottis ami other moiu y incii'ases hecause 
credit collapses- lienee it has fie^piently been m.*eessarv to suspend the 
Bank (Charter Act after a panic has continneil soi^c tiuu’-- When trade 
is*in its <fi'dinary state, the bank-note circulation would not be increased 
if the Bank Act wore refi'aled -d’lie im}>ression that the Ibink Act will 
be suspended in a commeriflal cnisis, increasts the unei‘rtainty and 
distrust j)reval(;nt at such a period — CreiUtois may be defrau^ded, and 
general prices may be raised without limit, if iiiconvirt ible notes 
are made a legal lender — These serious conseipu'iiees ilo not occur if 
iiicoiiveitible notes are not made a legal tender paof.s 435 — 4.S5 


Chapteii X*II, Oil the Rate of Interest. 

The current rate of interest is determined by the pricciiff' Bunds, because 
thesQisccurities involve no risk — In this chapter, two questions have to 
be investigated ; in tlie first iilace, the causes wliich determine the 
normal or average •urrent rate of interest must be explained, and 
secondly, the daily fluctuations in the current rate of iiiteiest must be 
accounted for — The current rate of interest must be such as will 
equalise the demand for loans to the snp[fjy — The average current 
rate of interest ma^' be affected by national character, because some 
nations are more jurudeut, ami tliereforo satisfied witli a smaller rate 
of interest than others — If tlio average rate of profit advances, the 
current rate of interest must also rise —The rate of profit de^jends on 
the gpst of labour ; the cost of labour increases if food becomes more 
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expensive — If the current rate of interest advances, the price of 
securities and tiie price of land will decline — The causes which advance 
the rate of interest generally exert an influence to diminish the rent of 
land — Different rates of interest may prevail in different countries, 
because the p(K)ple of one country will not invest their capital in 
another country without receiving some additional remuneration — 
Temporary fluctuations in the rate of discount or in the rate of 
interest are caused by variations in the demand for money — An 
increase in the demand for money is generally produced hy contrac- 
tion of credit .....pages 456 — 465 


Chapter XIII. On the Tendency of Pi'ofi^ts to fall as 
a Natio'ii advfinces. 

Adam Smith erroneously supposed that the rate of profit depended upon 
general prices — A rise or fall in general prices need not necessarily 
affect the yite of profit — Adam Smith was led into the error above 
alluded to hy misinterpreting the phenomena connected with tho 
depression and activity of trade — Tho average rate of profit is partly 
the cause and partly the effect of the amount of capital accumulated — 
When a country advances in population and wealtli, two agencies 
operate to reduce profits : in the first place, food becomes more 
expensive, and the cost of labour is increased ; and secondly, a greater 
capital is accumulated in proportion to the iirofUs which can be 
realised upon it — The dv.*cline in the rate of profit in England re- 
tard^ ’'by tho gi'cat amount of caiiital which we invest in foreign 
^countries — Industrial ini]irov(}m(‘nts, and> the importation of cheap 
"fooa, may prevent the cost of labour increasing as a coipitry advances 
in population — This ex[)lains tlu^ fact that the ratp of profit has only 
very sliglijtly declined in England, although her population and wealth 
have both greatly Snereast'd — A nation is said to be in a* sialioimry 
state, when the rate of ju’ofit is so low that the accumulation of capital 
does not further increase— The stationiiry state was more likely to he 
attained in the last cemtury tlian* at the present time — Surplus capital 
is absorbed, or rather destroyed, in a commercial panic; thus an 
influence is exerted to sustain the average rate of jirofit — A high rate 
of profit prevails in a colony, because fertile land is abundant — Agri- 
culture must he the staph? industry of a y{)ung colon^y — Tho returns to 
agriculture must be great when only the most fertile soils need he 
cultivated— -Hence, in a colony, wages' a)id profits are both generally 
' 466—477 

Chapter XIV. Of Over-production or Excess of Supply. 

Malthns, Chalmers, and Sismondi feared over-prfiliuction, and, therefore, 
affirmed that some moral restraint ought to be exercised witli regard to 
tho acpumulation of e».])ital — Over-production has two meanings ; it 
may either signify that commodities produced cannot bo sold at 
remunerative yirices, or ft may signify tliat commodities are produced 
which are really not wanted— Ov<*r-prftduction iu» its first signification 
will cause the profits of a particular trade to bo low : the trade is then 
said to be dull or depressed, but such depression can only be tem- 
porary — The Lancashire Cotton Trade would have exhibited tl^s first 
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kind of over-production, if the American Civil War had not occurred — 
This excessive supply of cotton floods would not be wasted; they 
would be readily purchased, if sold at sufficiently low prices — The 
accumulation of capital may reduce profits, but never causes more 
commodities to be produced than crfn be consumed — If capital con- 
tinues to be accumulated, the waf^es of labourers would be increased — 
As an extreme case, it may be su])po8ed that wages are so much 
increased, that all the wants of the labourer are satisfied ; if, then', his 
wages are still further increased, he will shorten his hours of toil. 

TAOES 478 — 483 

Chapteii XV. The Gold DisciTveHes. 

The annual supxjly of gold was tuebled by the discoveries in Australia and 
California — The expectation that this increased supjjly would cause a 
great fall in the value of gold was not fulfilled — -There were only a 
moderate decline in its value, and Muring the ten years ending 1883 it 
was thought by some that in consequence of a falling*off in the supply 
of gold, accompanied by an increased demand, there was a rise in its 
value — The disadvantages which result to a country from a variation 
in the value of the suhstauce which it uses as moiic'y-— Pifficulty of esti- 
mating the change in the value of gold by a comxiarison of prices at 
different periods- -I t is probable that then? was a rise in general jirices 
after the gold discoveries of about 15 )>er (jont.— This opinion was sup- 
ported by the late Prof. Cairnes and by the late Prof. Jovons — The 
value of the precious rn^ tfAs is deteiguine(f by the same laws which 
govern the price of agrieuliuval produce, hut because mining is » more 
speculative industry than fAiriculture a decline in the value of gol^n^ and 
silver will no 4 so rapidly lead to the abandonment of the least productive 
mines as a fall in value, of agricultural produce will throw the least 
fertile soils out of cultivation The absorption t)f tla? large ^additional 
siipi>lips <ff gold, without xu'oducing a great fixll in fts value, affords con- 
clusive evidence that tlilf? value of gold would have ris(?u if these ad- 
ditional supplies had not beeif fortlgjoming — The im^rease of commerce 
corisecjueut on free trade and the development of the railway system 
absorbed much of the now gold — There was also a large additional de- 
mand for silver; great <iuantities of silver were sent to India during the 
American civil war to purchase cotton and also for the construction of 
X^uhlic works — there was until lately but a slight increase in the 
annual supidy of silver, the a^Jditional silver required for the East was 
to a considerable extenj; supplied from the currencies of France, Ger- 
many and other countries ; gold partly took the place of this silver ; 
there was thus an increased •demand for gold, and another influence 
was in tliis way hrouglit into operation to maintain ftie value of gold — 
During the last ten or fifteeu years various circumstances have occurred 
to arrest the depreciation in the value of gold: its supidy has diminish- 
ed and the demand iRr it has increased — It has been thought by some 
that the value of gold has lately increased — As there is much uncertainty 
about the future value of gold and silver, arrangements whicb involve 
fixed pecuniary payments over a long peri(^d of years should as far as 
possible be avoided — Why the gold discoveries have exerted a special 
influence in promoting the xnAsperity of Australia — Gold digging is not 
more profitable than other kinds of industry, but a gold disijovery acts 
more powerfully than any other cause to attract labour and capital to a 
coldfty — Other kinds of industry in a young colony involve, in the first 
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instance, p^reat risks ; a supply of labour must be insured, and much 
fixed capital has to be expended in constructing roads, &c. — These 
obstacles impede gold- digging less than any other industry. 

PA(fE8 484—498 

Chapter XVI.'^ The Depreciation in the Value of Silver. 

The {Supply of silver remained almost stationary until about 1870, when 
it very greatly increased Silver has rapitlly declined in pri(a) — The 
rajjidity of the fall when compared with the slight and gradual fall in 
the value of gold explained by the circumstance that when the gold 
discoveritis were made then^ Avas a great additional demand for gold ; 
whereas there hasr beim a grt'at falling-off in tbe demand for silver at 
the very time when its snpjdy w^as increased— Tlie falling-off in tbe 
demand fur silver has been partly produced by the demonetisation of 
silver in (Termany and other European countries — There has been a 
great hdhng-off in the demand for silver in India— The quantity ex- 
ported during the lust ten years is less than a third what it was during 
the ten yea«s previously - Tliis falling-olT in the demand is chi(*fly pro- 
duced by the imneasing proportion of the Indian Revenue, wliich is 
spent in England — The depreciation in silver may be estimated in two 
ways: first by comparing its value wdtU that of gidd, and secondly by 
considering its goninal purchasing power — The fall in the value of 
silver has not yet been accompanied by a general rise of prices in 
India — This rise in prices will probably however occur, because it will 
bccouKj exceptionally profitable to purchase goods in India and excep- 
tionally unprofitable for tfie peq»>lo of ludf^, to purchase goods abroad — 
This#will stimulate the export of silver to India — India suffers peculiar 
^ncyiiiveniencc and loss lrt>m a depreciation in the value of silver, 
because a large portion of her revenue is fixed in pecuniary amount 
and is paid in silver, and she has annually to «pay a largo sum to 
England* in gold — A gold currency is wholly unsuital>le to India --The 
una<lvisability of jtxtenipting to maintain tbe value of tlit> rupee in 
India by limiting the coinage- -The importfiiice of guarding against 
fluctuations in tbe value of.gold and siUer — India has to bear a serious 
loss from the depreciation of silver, wliicli must be met by increased 
economy 499 — 516 

BOOK IV. 

TAX ATi6n. 

Chapter 1 . Or the General Principles of Taxation. 

Mr Mill and others give to this portion of the subject the geneif^il title 
‘The infiuenco t>f Government’ — We think it advisable to limit this 
portion of our subject to an inquiry into taxation — Adam Smith’s 
four rules, or ‘canons’ of taxation are the following — ist. Taxation 
should^be equal; 3nd.^Taxatioii sliould be certain in its amount; 
3rd. Taxes should be levied at the time and in the mode which cause 
the least inconvenience to* the tax-payer ; 4th. A tax ought to obtain 
for the Government as much as possible of the wkole amount which is 
levied from the tax-payer — Equality of taxation is impracticable, if it 
means taxing people in proportion to their means ; this illustrated by 
the case of two individuals possessing e(iual incomes, one of wl^rn is 
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married, and the other not — With tlie view of obtaining 0(iuality of 
taxation, it would be useless to attempt to tax people in proportion to 
the protection which tliey derive from Government — The first i)rinciplo 
of taxation is enunciated by Adam Smith in very ambigiions language; 
he affirms that when there is equality of taxation, i)et)ple are taxed in 
proportion to their ability to pay — Equality of taxation will not be 
secured, if it is attempted to ai)ply this t>rincipl(i to one special tax- • 
Equality of taxation is best secured by a rough ])rocess of eoifipen- 
sation — A consideiation of the policy of reducing national debts, either 
by devotion of the surplus and the immediate cancelling of debt, or by 
the creation of terminable annuities pages — 528 

Chap'J'ku II. On the 

The proposal that temporary ijgicomes should he taxed at a lower rate 
than iDcrmanent incomes is supported, by some persons, first upon 
arithmetical grounds, and secondly, upon the gt'neral princii>lt‘s of 
taxation — The arithmetical airgifincut is conclusive, that temporary 
iiicoiiuis ought to be taxed at the, same rat«^ as pc^/mapent incomes, 
if it is assumed that the incomt* tax is uniform in amount, and 
permanent — Temptnary and permanent incomes ought to be taxed at a 
different rate, if the coiitiTuiance of the inconu^-tax could ever bc 3 restricsted 

to a definite period — Experience proves lhat this is iniiiossible The 

difficulty and exi^ensci of collecting the. incom<i-tax would be greatly 
increased, if an equitable rating of temporary and porinanent incomes 
should be attempted — Tt is generally affirmed that the income-tax 
ought to be so adjusteds If^Jiat each person shall contribute to it in 
proportion to his means — This principle, won if it could be *'farriod 
out, would not necessarily secure e<p nil ity ot taxaliou; this pi^oiK)jy- 
tion illustrji/ed by considering tlio remission of Ihe tax upon small 
incomes — Various« )ther difficulties described, which render the adjust- 
ment of the income-tax almost hiipracticablc — Olma'tion to > giaduatcd 
ov progri'ssive income-tax —Tin* incidence of a tax distinguishes the 
real from the nominal f ayer of the tax — The incidence of tlie income- 
tax will partly fall on the laVnurer^, if ary portion of the tax is paid 
out of capital — Th(^ wealth of a cuimti y nitiy be serif>usly affectetl by 
an income-tax, if the tax diminish«*s the national »-apital -Hence, in 
India an income-tax would produ(!(; very serious eouseqin'nct s, because 
there oaintal is accumulated vt*ry slowly — If the ineomti-lax is r(imitte«l 
upon int'.omes of less than 100/. a year, this amount ought to be de- 
ducted from all larger iucoim*^, and t)nly the renuiiudt r should bo taxed 
- One Serious iiiequali^ty affecting the income-tax, is caused by the 
power which dishonest })eople havtj of evading it— 'The advantagcis of 
an iiK*ome-tax in such a cofintry as England outweigh the disad- 
vantages f. 5^9 “549 

Cfjapteii hi . Taxes on Conmioditles and other 
Indirect Taxes, 

Distinction between a direct and an indirect Jax; the former is really 
paid by the person from whom it is levied; the latter is levied from 
one x:)ersou, and paid by another — A tax ^s often made indirect by 
custom ; for instance, the po®r rates are often paid by farmers, and 
are, therefore, an indirect tax ~ Poor rates might be paid by the landlord ; 
they would then be a direct tax — None of our taxes on commodities are 
proactive — Taxes on commodities must be generally characterised by 
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inequality, because they can rarely be mQ,de ad valorem — Taxes on com- 
modities are generally certain in their amount, and therefore obey 
Adam Smith’s second rule — As far as the consumer is concerned, taxes 
on commodities are always paid at a convenient time, and, therefore, 
olbey Adam Smith’s third rule. — Some taxes, such as the tax on hops, 
were obliged to be levied from the producer at a very inconvenient time 
— The convenience of bonding houses — Taxes on commodities ought, 
as far as i)ossible, to be made consistent with Adam Smith’s last rule 
— Customs duties are most inexpensive to levy in an island, because a 
land frontier is more difficult to protect against smuggling — Kxciso and 
customs duties should be confined to a few articles of consumption — 
TJio most serious objection against taxes on commodities is due to the 
fact that a tax increases the price of a commodity by an amount wliich 
exceeds the sum which tlio tax yields to the IState — This objection 
ought to be, as far as possible, guarded against ; hence a manufactured 
commodity ought to be taxed in preference to the raw material — A tax 
on a Aianufactured commodity is objectionable, because it necessitates 
the enforcement of vcixatious regulations by Government officers — It is 
intended ' that" import and excise duties should be paid by the con- 
sumers, but an export duty is supposed to be mainly paid by foreigners 
— This, however, rarely hapx^ens; such a duty usually diminishes the 
export trade of a country, and thus decreases her national wealth — 
It would be most disastrous for England to impose an export duty 
on silk goods, bccaiise, as far as tins branch of industry is conctuned, 
we should bo unable iu foreign commerce to compete with other 
countries — The theory, of international trade proves the impolicy of 
protective duties — Landowners are the*^ only class that can be j^or- 
nutnently bendrited by protective duties; the value of the natural 
monopoly which they possess may artificially increased by pro- 
tection — Protective duties cannot, iu the long run, incirease tlie profits 
of any clasjS of traders, because the competitiifn of capital equalises 
profits '•in different trades — The Corn Laws benefited the landowners, 
not the tenant-farmers — The increased prosi^erity of tlie Country com- 
pensates landowners for the abolition of protective duties; this illus- 
trated by the rise in the Tent oitland f u this country since the passing 
of free trade — An industry artificially fostered by protection may be 
destroyed by free trade ; but this cannot be ultimately a loss to a 
nation — A strong party in Australia are in favour of imposing protec- 
tive import duties — They have supported this policy by a remark 
in Mr Mill’s Political Economy, in reference to aw apparent exception 
which he makes in favour of i>rote(^ive duties In certain branches of 
industry in a young colony — Reasons against imposing protective duties, 
even as a temporary expedient- -Acoimjarison between direct and indirect 
taxation useless — Each system has its peculiar disadvantages; hence 
equality of tailation is best secured by raising the revenue, partly by 
direct, and partly by indirect taxes pages 550 — 576 

Chapter IV. On the Sand-tax. 

The c^iicf part of the^ revenue of India is raised by a land-tax — A 
land-tax is simply rent — When land is not cultivated by its owner 
a land-tax neither dfminishes the profits of cultivation nor in- 
creases the price of agricultural pl-oduce— If» a land-tax exceeds a 
rack-rent in amount, the price of agricultural produce must rise, 
and therefore the consumers of this produce will be virtually taxed 
— The importation of produce will be encouraged if the j^nd-tax 
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exceeds a rack-rent; lienco land will be thrown out of cultivation, and 
the land-tax will yield a smaller revenue — The land-tax in this country 
is small, because commuted at a fixed money payment — The tax-payers 
would have been benelited if the land-tax had not been thus com- 
muted, but had been fixed at a cerUijti definite proportion of the value 
of the land — A tithe may be regarded as a rent-charge, and tithes 
neither diminish the profits of the cultivator nor affect the price of 
agricultural produce — The Titlic Commutation Act was not quihj fair 
to tithe-proprietors, because tithes are not affected by a rise in the 
price of stock — Agricultural iinproveincnts may be impeded if tithes 
are not commuted paoks 577 — 582 


Chapteii V. ^te Ihor Laiv and its Injinence on 

liaaperisni. 


An historical sketch of poor law legislation — The stringent hij^'s against 
begging and vagrancy in the reigK of liichard II. — Eurther legislation 
imperatively requLre<l in the tiim^ of Henry Vlll. in vousetiuerice of the 
sui)piession of monastt rics, which had been centres of almsgiving — 
Various Acts, endeavouring to discriminate between voluntary and 
involuntary pauperism and to control private charity, were passed. 
The experience gained of their working led to the passing of the poor 
law of Elizabeth, in 1601, which first ilefinitciy established tlie right of 
every destitute person to receive relief and at the same time provided 
efheient safeguards against voluntary iiauiietism — The Elizabethan 
poor law continued in oiii'r.ition virtually' unchanged, save for Acts 
strengthening its iirinciple, such as tfiat wliich in if 2.^ estahlis^od the 
workhouse test, till the letter half of the i(Sth century — Pauperism 
w as at that^timo so insignificant in its proportions that it appears lio 
have been tliouLdit iinneccssai-y to maintain the stringency of 
Elizabeth’s poor law — The workhouse test was abaiidoncij — Gilbert’s 
Act in I jS2 and East’s Act in 1S15 abolisluid nenfily ail the cliecks on 
voluntaiy paujiierism — '4'he consequence of these relaxations and of the 
encouragement given in various wind’s to ipimorality, thriftlessness and 
dependence brought England to tne verge of national ^lankruptcy — 
Kates threatened to absorb more than the entire, value of tHie soil — 
Paujieiism became a more remunerative profession than honest labour 
— This disastrous state of things led to the ap])oiutmeut of the Poor 
Law Commission in 1832 and in 1834 to the passing of the New Poor 
Law re-enacting most of tlie Elizabethan checks on VA>luntary 
pauperism — A comparison of the poor laws of England, Ireland and 
(Scotland proves that the amount of paujperism depends to a very large 
degree on the restrictions pUiced upon the distribution of out-door 
relief -Until the restrictions ujion out door relief were relaxed in 
Irehiiid there was considerably less pauperism in proportion to the 
population than in England and >Scotland — The Union Chargeability 
Act — The Metropolitt-n Poor Act discourages out-door relief in London, 
and has been most useful in diminishing pauiierism — The amount of 
pauperism in the various unions of England varies largely, and is in the 
main controlled by the degree of skill with wliich the existiilg law is 
administered — Proportion of pauperism to ^population in the unions of 
Whitechapel, Lint(*ti (Cambs.)i> Preston, Atcham, Oxford and Cambridge 
(1883) — Nearly all the motives for economical aiiministration of the 
poor law would disappear if there wore a national poor-rate — The 
dan|^rs associated with the poor law do not lead us to advocate its 
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abolition — It ia valuable in alTordiiif' Home control over unorganised 
and iiidiscriniiiuite private charity: it also protects the poorest classes 
from the desperation caused by the prosj)ect of absolute destitution 
Hence, though s^jcialistic in its character, the poor law atlords a safe- 
guard against. th(‘ extremes of* revolutionary socialism — The infiucnco 
of education, coopcratimi* and thrift in preventing pauperism — Hind- 
rances to the employment of women encourage pauperism — -Plvery 
0(^cupation' which .is closed to women drives thrun, in additional 
numbers, into those occni)a.tions which remain open, and hence a 
tendi'ucy is exerted to deiuess wag(?s already sufficiently low ihe 
principle of the Factory Acts is just as aiijdied to children, but is 
indefensible when apjdied to adult women paoks 585 — 601 

CiTAPTEii VI. Local Ta.mtion. 

In this country a fj;rent coiitrasi exists between local and im])erial finance 
— Tlie imperial revenue has been of late years so i)rosperous that 
although the expenditure has hPeii maintained at a very high rate, 
there luiv€ bcion ?'oi>eatcd surplu.si^s and constant rcunissions of taxa- 
ti<^n — In local finance the expenditure invariably exceeds the revenue, 
and the deficiency is made up by loans— Statement of the local finance 
of London in 1868 - Focal expeiwlitnre is ijicreasing much more rapidly 
than the national wt'alth— Tliis illustrated by the groat increase of rates 
in Livcirpool since 1S41 — l>efects of administration arising from con- 
fused areas of rating and from multifarious rating bodies — The; creation 
of many new rates — The demand for new rates is encouraged by the 
idea that an increase of local 4>xpenditin% is of little consequence! in a 
cm^itry so raptdly increasing in wealth as England — Fallacy of this 
cTijjljiincd -Arguments against meeting* local expcnditine by grants 

from the Consolidated Fund a 602- -613 

• 

Cha^teu VJI. The Incidence of Local Taxation, 

Local taxation consists almost entirely of rate* on real property — Figures 
quoted to prove that rates in towns ai#! generally much liigher than in 
country districts — Land is contmaiting a constantly decreasiiig amount 
toloctil taxation in comparison with other kinds of property — In the case 
of cultivat'd land, although tlic rates are usually paid by the occupier, 
their real incidence is upon the owner of the land — In tlui case of 
houses, tlic inciileiice of liy far the larger ijortion^of the rates is u])on 
the occu]»ier; a small portion only falliiig upon the owner of the land 
on which the luuise is built —If, Iwflve ver, the house possesses such 
excc'ptional advantages of situation that the rent is only in a small 
degiee determined by the cost of building, then the incidence of the 
rates is almos# entirely upon the owner of the ground — When a uni- 
foriji and general rate is imposed on business premises the ntte really 
falls on the consumer — When rates are exceptionally high in a particu- 
lar district they are a special tax on the profit# of trade in that district 
— Kat(js imposed on railways and the railway passenger duty are a 
charge upon tlie profiy? of the shareholders and are not paid by railway 
passengers —The rates imposed upon water-works and gas-works are, 
except in certain oxcepfional cases, paid by the shareholders — The in- 
justice explained of carrying out woi 4 cs of imp»)vcment by loans, tho 
interest and capital of wliich are ijaid off in a fixed number of years, in 
the form of additional rates by the leasehold occupier, as distinguished 
from the owner of houses, land, and other rateable property... ^4 — 631 
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\ LL wlio liavo studied mi (exact s(‘i(uu*(‘ must Iwivci ; 

L. cxpia'ii'iiccd the Idrmidabfe ditliculties vvhicth (d('- ' 
[(uitarv chaptiU's invariably jm'stait. yeuu^’ niatlie- | 

latioian may \V(‘ll b(‘ staggon^d at I1h‘ discussions usually j 
nnexed to tlu‘ enunciations of tin* laws of motion; the I 
(ioms in his Kuclid, wlii(*b he is told to b(^li(‘Vt‘ are self- 
ddont propositions, otiter ])hiloso[>hic (piestions of sucli 
)mplexit.y, that tiaw continue to fonu an ari'iia upon 
Inch the subtlest intt‘Jl(u.‘ts c<mt(‘n(T • 

A (h'tinition of politi(*al*(‘(‘onomv, and an iiupiiry int^w 
U‘ mctliod of 1n\’esj igaiion (hat ought to be ])ui’sued in i 
lis scamuHe involve' considerations wliich are' sure' to.])e‘r- ! 
lex the beginner; but the young matheaitatienan ne'e^d i 
jt l)e driven away from*liis ^hiclid bea'ause philosophy has | 
)t deride'd whether axioms are ifituitive truths, or truths i 
arnt from ex))erie‘nce ; in a sifnilar way, the studeait’ in | 
dltical eefonomy ought not to have his faith shaken in | 
i<‘ trill lis of (his ,S(!ienc(‘, because he has learnt bed'ore- 
Lind that political economistfi still disjuite upon «|H(^stions 
P philoso])hic method. • 

We^ ask such a student, toi accompany us with an un- 
iasse-^d n|ind ; we will ]m)niise to lay be'fore' him truths 
P great interexst and gre*at importance ; we will endea- 
)ur to render them iiftelligible, and when such a body of 
’uths has been ae^cuniulatod in the student’s mind, he will 
0 in a position to understand the exact ifature and sc»pe 
F the science to which they belong. * 

Although it is not advisable in this place to attempt a 
recise definition of political economy, yet it is necessary 
) give ^ general idea of the class of phenomena which 
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this scioiicc investigates; it is all the more important 
to do this, because the vagueness of popular conceptions 
has gcaicTated a vast amount of prejudice towards political 
economy. Hardhearted and selfish are the stereotyped 
epithets applied to this science. Ill-defined anti])athy is 
sure not to rcist long suspended upon a mere abstract idea ; 
it seeks some concrete object, and therefore the epithets 
applied to tho science are speedily transferred to those 
i who study it, and a political economist exists vaguely in 
I the haze of popular ignorance as a hardhearted, selfish 
I being, who wishes to see everyone rich, but who has no 
j sympathj^ with tliosc^ higluir (pialities which ennoble the 
I (iharactc^r of man. Thi^ error of this ignorant prejudice 
! will be Jiluindaiitly (^xj)osed in these pages; but we will 
; make a few ]>reliminary remarks upon it, in order to 
I convince the student that the political economist is not 
the harsh being generally portrayed, but that he ])os- 
; sesses that information which tells him how to improve 
I the lot of his fellow-men. He may tlnu’efore be the most 
; useful of all philanthro])ists ; ))ecaus(‘ a imuxi desire to do 
I good without any principles of guidance is ever liable to 
‘lead to futile and misdirected ('dbrt. 

Political economy is concerned with fliose ])rinci})les' 
which regulate the production, llie distribution, and the» 
exch ang(5 ( )f weal t h . 

i The first great work on political economy was called by 
I Adam Smith ‘ Th(‘ Wc^aith of Nations ; ’ but political eco- 
: nomy is concerned alike with individual and national 
I Avealth. Thos(i who share the popular error above alluded 
i to, make this iiKjuiry, Has a nation no other mission to 
fulfil than to become rich ?, and should wealth be to the 
individual tln^ one absorbing aim of life ? But political 
economy ni^vc^r even gives erdour to the suspicion that the 
creation aiid accumulation of wealth ought to be the great 
object either of a nation’s or of an individuars existence. 

' The springs of life’s action are numerous ; society is held 
together by a vast aggregation of motives and sympathies. 
Wealth is necessary to man’s existence ; a great portion of 
human exertion is stimulated by the necessity to labour, 
in order to procure the commodities which maintain 
life. When, therefore, we endeavour to consider the phe- 
nomena connected with the production and distribution 
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wealth, we do not wish, in a feeling of opposition, to i. 

nore the other phenomena of mans social existence ; we ^ 

)latc this class of phenomena, because the necessities of hut<U)esnoi 
ieiitilic investigation demand it. . Every social ([lujstion, 
ther directly or indirectly, involves some considerations 
wealth, and thendbre has an aspect from which it must, the desire 
) considered by political economy. Thus, when it was Jor wealth. 
oposed to (extend to the whole nation the system of com- 
ilsory education, int reduced by the Factory Acts, political 
onomy jjointed out how production in this («»:)untry, and 
)W the wages of the labouring classes, would be affected, 

I compelling every child under thirteen years of age, 
ho might be employ ed in any kind of labour, to atkmd 
hool a fixed number of hours per W(‘ek. This was an 
pect of th(i (piesti(.)n which it was Ji(‘cc‘ssary to consider, 
it even if the political economist had proved that the 
’oduction of commoditic^s would be rtuideri^d more ex- 
msivo, he miglit hav’(^ becui the first lo admit that such 
loss of national weaJtli would be alnimlantly compensated 
f the increased intcdligeiK^i of the lab<.»wring [lopulation. 

Numerous otluu’ (‘X}unj)l(*s might*be. giviui wJ:iich woidd 
ill furtlu'.r })rovc the c.onTplete fallac^y of tlu' accusatioy# 
hicdi is so coilstantly brfUight against ])olitical economy, 
lat it is a science which encourages selfishness amj de- 
:’a<les4;he b^st feelings of human nature. If a ])olitical i 
ionomist considers that the^only aim and end of life is ! 
le accumulation ofwi'alth, then*th(i individual ought to 
j blamed, and not the science which he st u(li(\s. Pbli- 
cal ec<>nomy, if kept within its ])roper limits, does not 
i*ovid(‘ a code of ‘^(K;ial ethics which will equable us to do- 
de what is right or wrong, ayd what is just or unjust. It 
the business of political economy to explain the effect 
Inch any circumstance*, suck as the imposition of a tax, 

* the ('H^brcornent of a particular land-tenureT will exiirt 
[)on the production, tlu; distribution, and the exchange of 
ealth ; and it is therc^'on; manifest that political economy 
iiinot take account of various other consecpiences which 
lay be independent of any (xuisideraftons concATiimg 
ealth. Thus, to revert to our original illustration, the 
rincii^les of politicat econoiiTy enable us to ascertain in 
hat manner the wages of labourers and the production 
[* wealtj^ are affected by a compulsory system of national 
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education. Hence the department of this question which 
belongs to political economy is, as it were, separated from 
those other departments of the question which investigate 
whether or not the morality and the social happiness of 
the people are increased by a system of national education. 
Jt is therefore a fundamental error to suppose that poli- 
tical economy ever asserts that the higher motives which 
actuate human beings ought to be discarded in favour of 
wealth. Some writers on this science when discussing 
social questions may consider only that part of a subject 
with which political economy is concerned, and thus the 
error may be committed of drawing general conclusions 
from an incomplete investigation. Hence political econo- 
mists havg sometimes appeared to be harsh and narrow- 
minded, but it is as idle upon those grounds to accuse 
political economy of being selfish and hardhearted, as it 
would be to blame geology because an injudicious and 
enthusiastic geologist ignored and despised other branch (3s 
of physical science. 

It must tnorcovK.^.r be borric in mind that although senti- 
mental people may profess to sneer at wealth as one of 
<the idle vanities of this world, yet there can be no doubt 
that, even in Phigland, the great besetting dvil of the nation 
of the humbler classes, and that these people 
any great social advance until a^ decided im- 
provement has taken place iv their material condition. 

We have dc^scribed pcVlitical economy as a science which 
is concerned with the production, the distribution, and the 
exchange of wealth. But the meaning of wealth, though 
a word of every-day use, will not pro^ibly -be adequately 
understood without some elu/jidation. 

Wealth may be defined to consist of every commodity 
which has an exchange valmi». 

The nebessity of the limitations introduced, into this 
definition may be readily shown. The air we breathe is of 
course not only a want, but a necesJrity of life ; yet it can- 
not be regarded as wealth, because it can be obtained 
without labour tkad its supply is unlimited, and .it there- 
fore has no exchange value. Water very generally can 
be obtained in an unlimited* quantity, and therefore it m 
not wealth ; but the population of a large town would 
soon absorb all the water which nature spontaneously 


is the poverty 
cannot make^ ; 
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provides, and therefore water must be supplied by arti- 
ficial means. It then at once possesses an exchange value, 
and is justly considered to be wealth. Wealth, therefore, 
is not determined by the nature and (piality of a com- 
modity, but rather by the circumstances in which that 
commodity may be placed. A gallon of the water which 
flows from the springs at Amw'tdl is not, there, wealth; 
it would be as valueless to sell as a cubic foot of air, be- 
cause, there, a supply of water can be as easily obtained 
as a supply of air ; but that same water con\ieycd a few 
miles, to the metropolis, produces the large annual reve- 
nues of the New River Company. 

The character of wealth may be also given to a C(am- 
modity by the shifting caprice, dr by the cliangiiig wants 
of man. It thus becomes evident that <iX(;hahge* value 
is the characteristic which stamps a commodity with the 
attribute of wealth. 
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The most striking variations in wealth are exhibited by Varhua 
the same nation in ditferent ages, and by dirtenmt nations 
in the same age. There w^^^s a time wlni^i England was as diffirmt 
poor as any country which is now •consLgne(l the wan- ages and 
dcriiig savage, and yet she possessed thmi those same, (countries. 
natural resources which now so materially contribute not 
only to form but tc* sustain her present wealth. The 
richest jsearn^ of coal were urnvorked, but in those remote 
times her population w3,s ii^ a condition in whicli they j 
could have no demand for coal, afld therefore this article | 
had no exchange value ; and that commodity which is nt)w , 
so valuable, could not then be legitimately classed as 
wealth. Hence it is manifest that the social condition 


of a nation and the state of^its civilisation didermine to 
what extent natural resources may be classed as wealth. 

Each stage through which ^progressive nations have ad- 
vanced from barbarism to civilisation is presewed at the 
present time in some parts of the globe. The savage still 
exists who lives by him ting and fishing; the wandering 
Arabs are true types of the ancient nomad tribes whose 
flocks and herds were grazed on natural pastures without 
the aid of the large supply of food which* would be yielded 
^ven to the rudest aigricultui^. The village communities 
of the East remain instructive examples of the patriarchal 
type of Ufe; the stereotyped condition of China exhibits 
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the features of a remote civilisation. These great differ- 
ences in wealth are partly due to physical causes, but they 
mainly depend upon social circumstances, and as far as 
they do so, form the appropriate topics of political economy. 
The mind of an Englishman so habitually contemplates 
progress, that it is diflScult to keep in view how large a 
' portion of the habitable globe is in an absolutely station- 
ary condition. It is the duty of the political economist 
to explain not only the conditions which determine pro- 
gress in national wealth, but also the causes which tend 
to make the material state of a country either stationary 
or retrogressive. 

It is even at the present day important to direct careful 
attention to an erroneous conception of wealth, which was 
universal until the appearance of Adam Smith s great work 
in 1775. The error when once exposed may appear in- 
caj)able of misleading a child ; yet no error was ever more 
tenaciously clung to. It not only corrupted speculative 
science, but it infected the whole commercial policy of 
every European pation. These errors arc associated with 
the policy^ which has‘ received the name of the mercantile 
^system. The essence of the© mercantile system was to 
identify wealth with money. Now the use of money is 
one of the -first signs which marks a Nation’s progress from 
barbarism ti? wards civilisation. Societies ea/en epmpara- 
tively rude must be impressed with the necessity of 
adopting some medium^of exchange. This will be readily 
understood by a cursory glance at the general functions 
which money fulfils. In the first place, money provides 
a measure by which to record the value of each commodity. 
If, for instance, it is known that a sack of wheat is worth 
twenty shillings, the value of the.sack of wheat, compared 
with any other article, can^be at once ascertained when 
the price #f this last article is known. Money, moreover, 
is not only a universal measure of value, buf is also a 
universal medium of exchange. ^ man may possess a 
store of wheat which he requires to exchange for various 
! other commodil^ies ; money provides him with the ma- 
chinery by which* this can be readily effected. The wheat 
has simply to be sold for so much «noney, and with this 
money a certain amount of the other commodities required 
can be purchased. But if the use of money did not pro- 
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vide a general medium of exchange, the whole transaction 
must be conducted by barter ; thus, if the individual 
possessing the wheat required a coat, he would have to 
discover some one who was willing to exchange the coat 
he wanted for wheat. Every transaction ‘would under 
these circumstances be conducted by barter. Commerce^ 
thus impeded could never develop, and society never 
advance beyond its primitive rudeness. But these im- 
portant functions which money performs, en g endered in 
men s minds the fallacies of the mercantile system. For 
the value of every commodiW being estimated in money, 
and every commodity also when bought or sold being 
exchanged for money, men soon began to mistake ^the 
symbol for the reality, and nothing was regarded as wealth 
except money. A nation consequently tested thc\itility 
of its commercial transactions with other nations, by as- 
certaining whether the commerce caused money to flow 
into the country. The whole commercial policy of a 
nation was framed with a specific object of encouraging 
the greatest possible accur^ulation of tliie precious metals. 
No one would now profess adhereitcc to the errors of the 
mercantile system, but shall have abundant opporro 
tunities of showing that tlu'y are still the s(*cret prompters 
of many a wide-spread fallacy. The coiiseipiences of the 
mercantile ^stem will bo further discus^ted in those 
chapters which treat of mone^\ 

These general remarks upon A^ealth will enable us at 
once to proceed to the consideration of the production of 
wealth, the first groat division of political economy. 
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"" REQUISITES OF PRODUCTION. 

T he jjroduction of everv species of wealth requires the 
ajiplication of mans labour. The forces of nature, 
acting^ upon the materials of which the earth is composed, 
have created products from which wealth is immediately 
derived. The seams of coal were deposited without any 
human agency ; but the coal is not available to satisfy any 
of the wants of life until man s labour has dug this coal 
from the mine, and placed it jin those situations in which 
it is required. But li-bour, in order to produce anything, 
•yiust have some materials upfm which to work. These 
are supplied by nature, and may be termed natural agents. 
The^steam-eiigine, for example, is fashioned out of metals, 
deposited as^the result of certain forces acthig in« remote 
geological ages. 

t Production, thereforeT has manifestly two requisites — . 
abour, and appropriate natural agents upon which this 
abour may work. But there is a third requisite, the 
necessity of which will, perhaps, not appear so self-evi- 
dent. The casual observer ijiight be very possibly satisfied 
to accept as sufficient the two ret|uisites of production we 
have mentioned ; for it might be said, Docs not properly 
trained labour, acting upon suitable materials,^ suffice to 
produce the required commodity ? But^ there is something 
which is requisite to this labour itself. The . labourer «iu§t 
be M How can he be fed but by food which has been pre- 
vKHisly accumulated ? This food also required the applica- 
tion of labour ; jb'brefore, since the labourer must be fed by 
previously accumulated food, 'a third Aquisite of production 
is^ suggested, for some of the results of past labour are 
required to be set aside to sustain the labourer whilst 
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labouring. The third requisite of productijai^ theref^ 
is a fund res^er^d^“froin^cdnsumpGbri;^'a^^^ sus- 

tain Gi7)W^ng^ “fataTG ' production. Tliis fund is 
termed capital. 

*^The early steps of a student in almost every science are 
met by certain obstacles ; if he succeeds in surmounting ^ 
these obstacles, his future progress .seems to be insiirea. 
The young mathematician who obtains a firm grasp of the 
physical conceptions involved in the laws of motion, will 
comprehend with facility problems of apparently great 
mathematical complexity. The questions involved in con- 
sidering the functions of capital, will test a man s capacity 
to master the principles of political economy. Success^'in 
the study of this science may be regarded as guaranteed to 
all who obtain a clear insight into the nature of capital. 

There are certain fundamental propositions concerning 
capital which should be kept steadily and constantly in 
view. One of these is as follows :--Capital is the result 
of saving. This saving may not be primarily prompted 
with a view of assisting future production. The results 
of labour, however, arc not rendere*d immediately avail- | 
able for consumption: tlie •ploughman who plouglis tho*i 
soil must wait for njonths betbro the wheat which his j 
labour contributes to produce will be ready for hupnan ! 
food ; but the'ploughrnaii^must be fed, and h(? is fed with i 
food previously accumulated# The labourers, too, who 
have constructed his plough, imisT be fed on food which 
has been saved from previous consumption ; for a consider- 
able time must elapse before the harvest can Ix.^ gathered 
from the soil whi(;li the plough has assisted in tilling. 
Capital, therefore^ represents ^11 that has Ixh^ii set asid^ 
"^ from th e results c)f past iaboiir to assist pre^^ or future 
p roduct ion. It will now bo perceived that capital is as 
indisponsjitle a requisite of production as eithei^ labour or 
appropriate natural agents. 
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CHAPTER III. 


L*ABOUK AS AN AGENT OF FROOUCTION. 

I tT is nianifest, from the remarks which have been made 
in the previous chapter, that labour is indispensable 
to thb production of wealth. As we proceed to describe 
the purposes to which labour is directed, it will be found, 
as observed by J. S. Mill, that labour creates utilities fixed 
and embodied in material objects. Nature supplies the 
materials, but labour fashions these materials, arranges 
them, places them in those situations ‘ in which they are 
re(juired, and in fact Venders them in every respect suited 
ijbo satisfy the wants of life. *• 

ill ampli- | The greater number of commodities, before they become 
cat ed pro- \ serviceable for man, pass through many complicated pro- 
cesses, each<^ of which necessitates much complex labour. 
Trace the c5tton seed, first spwn in the swamps of Georgia, 
i then supplying material to the looms of Manchester. 

1 Watch the woven cloth transported to the far East, there 
destined to clothe the inhabitants of some remote valley 
I of Scinde. Attempt such an examination, and we at once 
; become almost overwhcln\cd with the endless series of 
labourers who have ministered -to the production of so 
I simple a commodity as a piece of cotton cloth. There 
I are those who cultivate the cotton plant in Georgia, and 
prepare it for exportation. The cotton has to be brought 
to the port. Shipwrights must « have constructed the 
ships which carry the cotton from America to England; 
sailors must navigate these ships ; dock-labourers are re- 
quired to unload the cotton; the railway on which the 
cotton is carried from Livcirpool to ^Manchester has beq;ti 
constructed by the industry of numerous classes of labourers; 
and the cotton, before it is woven into cloth, pass^ through 
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the hands of a succession of workmen whose skill is as- 
sisted by machinery — to the creation of which almost 
every class of labourers has contributed, from the collier 
to the skilled and thinking mechanician. Every one may 
also be regarded as an important participator in the work, 
who h^, by his saving, contributed to the accumulation of 
the capital by which the industry of the labourers luis to 
be sustained. We are quickly carried into endless jami- 
ficatious if we attempt to ascertain the labour which has, 
either directly or indirectly, assisted in the production of 
an apparently simple commodity. 

Although no wealth whatever can be produced without 
labour, yet there is much labour which does not contribute 
to the creation of wealth. Hence, labour is divided into 
two ^reat classes, productive and unproductive labour. 
This IS a distinction which, in name, is familiar to those 
who have not studied political economy. 

Before the characteristics which distingiiish productive 
from unproductive labour are explained, it will be neces- 
sary to revert to our primary conception obwealth. Nature, 
as has been before remarked, supplies the matcinals. Man 
is powerless to create any Inaterial object ; he cornliines.,. 
substances together which would never be combined with- 
out his interposition, and thus creates a product which ! 
nature could ilever construct without his aid. Man takes | 
the wheat and puts it in that situation, where it will be 
ground; with the flour he mixes^'a certain quantity of 
water and yeast, and when he has brought the mixture 
within the influence of the requisite heat, a loaf of 
bread will have beep made. It is through the agency of 
man's labour that these utilities are embodied in mate- 
rial objects w^hich give them their exchange value. For 
instance, the utility which man confers upon coal is to 
place it in^those situations in which it may be* required. 
There can be no doubt, therefore, that all that labour is 

E itive which cqnfeft utility upon material objects. 

b is We TabVu^F of all ordinary workmen. Agricul- 
abourers, manufacturing operatives, Tjricklayers, 
all be manifestly ranked as productive labourers, 
lose, too, who lire employed in transporting mer- 
se from one place to another, are productive labour- 
r tlj^y confer upon commodities the utility of being 
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in the place where they are required. The labour of 
policemen and others who are engaged in protecting in- 
dustry is productive, because they confer upon commodities 
the important utility of security. But even the labour 
of productive labourers is not unfrequently unproductive. 
Public works have been commenced and abandoned ; the 
labour w^hich was bestowed upon these is of course wasted. 
A railway was constructed from Ohesterford to Newmarket; 
it was closed almost from the first ; there is now no chance 
of its bemg reopened, for the company has commenced 
reselling the land to its original proprietors ; and thus the 
labour of even the most useful workmen may be unpro- 
difctive. 

There , is also labour which is eminently useful, but 
does not, however, directly contribute to the production 
of wealth. As an example of this, it may be mentioned 
that, not many years since, the uneducated labourer 
was considered as efficient as the educated labourer, 
and employers were heard to regret those days when 
there were no ivchools to corrupt the industrial virtues 
of the woi'kmen. Wlien such opinions were current the 
.labour of the schoolmaster hiust have been considered 
entirely unproductive, because it ^ould* have been sup- 
posed that, even if he did not impede, he certainly did not 
promote, tWe efficiency of the labourers, regarded as mere 
machines for the production of wealth. But now facts are 
every day coming to light which must impress us with 
tbe conviction that the schoolmaster occupies a most im- 
portant position in the material economy of the nation \ 
Even to manual labourers a properly developed mind is as 
essential as a well-develop^^d body ; and there can be no 
doubt that he who contributes in any manner to improve 
either the physical or inteliectual condition of the people 


1 [A comparison of the years 1875 and 1885 shows thatlhe number of . 
children at school, in the United Kingdom, increased from 2,565,400 to 
4,829,450. During the same period there a very satisfactory decrease 
of crime and pauperism, amounting t^3 a;id 36 per cent, respectively ; 
there was a diminution in the consun^tion of alcoW per head from 2*33 
gals, to 1*79 gals., ^^le at the same time there was an increase in the 
consumption per head of all the principal necessaries of life, such as meat, 
sugar, tea and grain ; the money In savings^anks in the same ten years 
increased from 67 to 94 millions, and the money in mutual benefit societies * 
from 20 to 62 millions. See article entitled Ten Years of National Growth^ 
by Mr M. G. Mulhall, Contemporary Beview, Dec. 1886,] 
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takes no unimportant part in assisting the nation s wealth. *• 

Much labour, therefore, which at first sight may seem uri- 
productive, will appear, on further consideration, to exert 
an indirect influence upon the production of wealth. 

Popular notions attach a certain stigma to unproductive 
labour. No doubt, waste of any kind is to be deplored j 
but we should not be too prone to regret that so much 
labour is devoted to provide the pleasures of life, for the 
happiness of a nation may be in some degree estimated by 
the time and labour which can be spared for etijoyment : j 
even the labour of those who provide these enjoyments j 
is not altogether unproductive*: a man will work with more 
vigour and efficiency if his mind can be diverted from the 
routine toil of life. 

From these remarks we arc able to deduce *a precise Definition 
definition of productive labour. The definition which is 
now usually accepted, is as follows: — ‘Productive ]ab^^^ labour. 
k that which prodvuies utilities fix (*3 and euibodied in 
muiterial. objects.’ According to this dcffinition, the labour 
of the teacher is unproductive from whose instruction a 
mechanic acquires his skill. And *yet the skill of our 
workmen ought to be class^l as wealth, because the losj^ » 
of this skill wduld (liniitiish the wealth of the nation, 
as much as if she were deprived of a great amounj; of 
material wealth. If, howciver, the skill of tJhe labourer 
is classified as wealth, we strain the use of the word 
‘wealth’ beyond its usual acceptafion; because wealth is 
always popularly conceived to be something material. 

We will therefore adopt the following definition :-Hjro-| 
ductivo labour is t^at which either directly or indirectly 
produces utilities fixed and ei^bodiod in material object^ 

According to this definition, the labour of the teacher who 
imparts skill to the raechani« is productive, for by this 
skill wealljji is created— or, in other words, uflilities arc 
embodied in material objects, and therefore the labour of 
the teacher . •produces these utilities, and his 

labour must consequently be classified as productive. The 
definition, moreover, obviates the necesttty of running 
counter to popular language, for this is ifhdoubtedly done 
it we denominate as tv^ealth stich an immaterial object as 
the skill of a mechanic. 

For tlj^ purposes of political economy, there is another Productiv e 
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distinction, as important as that between productive and 
unproductive labour. Much of that which is produced is 
destined to be wasted, or to be consumed unproductively. 
The wants of those who never contribute, either directly 
or indirectly, to the wealth of the nation must be supplied 
by the results of productive labour ; and hence a portion 
only of the results of productive labour assists in the 
formation of new wealth. Consumption, therefore, as well 
as labour, may be either productive or unproductive. 

Although the entire consumption of unproductive la- 
bourers must be unproductive, yet it does not follow that 
commodities are always consumed productively by pro- 
ductive labourers. For instance, even the poorest labourers 
in this country purchase some luxuries which they could 
abstain from, without in the slightest degree diminishing 
the efficiency of their labour. All such purchases, therefore, 
even if made by the most productive labourers, denote 
unproductive consumption. 

The distinction between productive and unproductive 
consumption will assume coij^siderable importance in the 
remarks we are about to make upon capital. 




CHAPTER IV. 


OF CAPITAL. 


W E have already explained that capital is as indis- 
pensable a requisite of productioii as either labour 
or appropriate natural agents. A very little consideration 
will render it evident that labourers, whilst engaged in 
any particular industry, cannot live upon the commodity 
which their labour is assisting to produce. The plough- 
man who tills the soil from which, in the following 
autumn, the harvest will lie gathered, *is fed with the 
wealth which his master has saved ; or, in other wordt ^^ the 
master pays his labourer’s Wc^es from the wealth which* 
Gc^lias previously Sciyod. The production of wealth, 
therefore, cannot proceed unless some of the wealth 
previously produced has Jbeeri set aside from’ immediate 
consumption. IThe wealth which has been accumulated 
with the object of assisting production, is termed capits^l; 
an37 therefore, the capital of the -country is the wealth 
which is not immediately consumed unproductively, and 
which may, conseqruBiitly, be devoted to assist the further 
production of wealth. This is* a wide definition, but it is 
correct and sufficiently definite until the subject has been 
more fully elucidated. 

In the •general introductory remarks upon wealth, 
particular attention was directed to that current fallacy 
which confounds monef with wealth. The student, in 
obtaining his primary conceptions of capital, is not un- 
frequently confused by a similar fallacy.* Capital, liKe 
other wealth, is estimated and expressed in money. Hence 
the idea is encouraged that capital consists of money, to 
the exclusion of any other commodity. Although, perhaps, 
adhesion ^ould not often be professed to such a proposition 
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when stated in plain terms, yet, when the 
partially concealed in some of the difficulti^l^^f 
Gated questions, it will be found to vitiate 
opinions which at first sight appear plausibla'^' ^ ^ pPMl 
\let it again be borne in mind^, iVall that we altk ^whal* 
fever^^a£e whicf is set afiSSeto a^ist 

(future pr(^!uction. It is true that if, for instance, you ask 
a farmer how much capital he has with which to work his 
farm, he will reply that he has so many thousand pounds, 
but his capital is not actually in money, and even if it 
were in money it could not fulfil the functions of capital 
until the money had been exchanged for various commo- 
dities. For why does a farmer require capital to work * 
his fpmj He requires capital because implements and 
stock are wanted, and because he must have money, or 
some other property in hand which he converts into money, 
in order to pay the wages of his labourers; although a 
farmer estimates his capital in money, he obtains the 
amount of this estimate by ascertaining the pecuniary 
value of the various items of rhich his capital is composed. 
In making this calculation, he takes account of the value 
of his stock, his implements^, and the amount of money 
which it is necessary for him to keep in hand in order 
to cpay his’ labourers’ wages, and to provide the outlay 
which is requisite for other pu^oses. 

It has been just stated cthat the wh’ole capital of any 
country is the sum of the wealth existing in any shape or 
form which has been. set aside with the object of being 
devoted to assist future production. Hence it is manifest 
that the whole capital of the country is not at any par- 
ticular time actually employed. This may be readily 
explained by an illustration. 

Let us consider some commodity, such as wheat, which is 
produced* in our own country, and to simplify th,e matter we 
will suppose that all the wheat of one harvest is consumed 
by the time the next harvest is g^hered in. Now it may 
naturally be asked. What portion of this wheat ought ah 
atLy time to be*regarded as constituting capital ? Imme- 
diately the harvest is gathered in, the wheat is of course 
so much wealth, and at that time^ just so much of the 
wheat as each individual owner intends to employ produc- ’ 
tively is capital. But this affords no correct q^timate of 


Of GupitaL ig 

the quantity of this wealth which will be ultimately em- boo® t* 
ployed as capital. The intentions of the individual owners . . 

may change; he who to-day intends to devote to produc- 
tive employment so much wealth as is represented by a 
certain quantity of wheat in his possession, may next day 
resolve to spend it on unproductive consumption, and 
therefore, to speak correctl y^ the am ount of ^he capita, of 
a country varies frpm-^ day .tiT^ay^n accou n t of the shifg - 
ing cap rice of individuals. It has been “supposed that the 
whole of this wheat will have been consumed “w^hen the 
next harvest arrives, and then the exact quantity of the 
wheat which has been employed as capital would of course 
be known, if the portion of it which had been devotedHo 
productive purposes could be ascertained 

A difficulty may here probably suggest itself, which A diffi,- 
it is very important should bo cleared away. A prime 
necessary of life such as wheat is never to any large ex- all the 
tent wasted or scjuandered luxuriously; the great bulk toheatin 
of it being always devoted to satisfy the most necessary 
wants of life. It may therefore be asked, Should not all ^ 
the wheat which a country possesses *be regarde(i*as a por- 
tion of its capital, when it i8 consumed as usefully as any> ' 
commodity can be? prodigal farmer may sell his wheat, 
and squander the money which he obtains for it, but the 
wheat will not be wastec^ and therefore it mi^ht be very 
plausibly urged that the indivklual owne.r of a commodity 
like wheat does not prevent it productively employ- 
ed, or, in other words, has not the power of determining 
whether it shall or shall not form a portion of the capital 
of the country. We, have thus gradually found our way to 
a difficulty. The subject of capital cannot be considered 
under too many aspects; it is here that the young student 
in political economy finds hiraself most beset with diffi- 
culty. . He yill never become familiar with the fundamental 
principles of capital by exhibiting them in the form of; 
propositions; they had^ better be suggested to him by | 
following out some illustration. An adequate grasp is 
never obtained of the physical principles of mechanics, ! 
until the student has solved jjroblems for himself. | 

©The case suggesterf is this.*^ Suppose the farmers re- j 
solved to sell half their wheat, and spend the money 
upon the^ own enjoyments; the money for which one 

B 2 
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half the wheat is exchanged would be thud employed 
unproductively. Ought this wheat to be regarded ad 
capital ? Yes — ^is the answer which will very probably 
be given. It is true. that the money for which the wheat 
is sold is employed unproductively, but this will not in 
any degree prevent the wheat being devoted to useful 
purposes. The wheat will still be made into bread, and 
^ill be consumed in just the same manner as it would 
have been if the farmers devoted the money for which it 
was sold Ho productive purposes, instead of spending it 
on their own enjoyments. ^ But suppose the farmers had 
devoted this money for which the wheat was sold to pro- , 
ddctive purposes; by just that amount would the capital 
of th^e cpimtry be increased. The money for which the 
wheat is sold is not itself consumed ; this money is devoted 
to purchase commodities, and if they are consumed un- 
productively, an amount of wealth equal in value to the 
quantity of wheat first exchanged is consumed unpro- 
ductively, instead of being devoted to increase the capital 
of the country, ‘and ^thus assist the future production of 
wealth. ^Now our argument implies that when unpro- 
cductive consumption is spoken of, a tacit assumption is 
made that the money for which thq wheat has been sold 
is employed, in great part, to purchase luxuries; But 
luxuries, it‘ may be said, naturally imply ^raste,* and are 
not devoted to {insist the production of wealth. Hence, 

( fall that portion of the wealth of a country which consists 
of luxuries can. never be productively employed, and, 
therefore, can never be made to form a part of a nation’s 
capital. It may, therefore, be asked, Can a farmer be said 
to diminish the capital of a country, if he does not waste 
his wheat, but simply sells it to others who will take good • 
care to use it properly? may further be urged that he 
does not ‘reduce the capital of the country^by buying 
luxuries; for luxuries cannot be used as capital, and u 
they were not consumed unproductively by him they 
would be so b;^ some other person. It might, therefore, 
a’ppear that wealth is diverted from forming a part of 
the capital of tbe country rather by those who produce 
luxuries, than by those ^^o consume them; it intiat,, 
however, be borne in mind that the demand of ' 
consumer, and not the arbitrary caprice of thqx producoiPy 
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determines the pjarticu^m^ commodities which are manu- 
factured. Luxuries, and other articles which cannot be 
devoted to reproductive employment, would not be brought 
Into the maitet if it were not for the demand of the con- 
lumer. Enough has now been said* to establish the pro- 
Iposition that an individ ual increases the capital of the 
lountiy^. JPiPt 5^ wealth on his own enjoy- 

reproductive employment, 
ffhis is only another corroboration of what has been 
itlreadv stated, namely, that capital is the result^f saving, 
p'or when wealth is saved, it is not hoarded, but invested ; 
|t is then productively emplcfyed, and as a conseciuenec 
it once assumes the functions of capital. 

^ The proposition just enunciated, that an individual 
diminishes the capital of a country by spc^nding his health 
in luxuries, and increases the capital of the country by 
saving it, will lead us to another equally important propo- 
sition, which it is usual to express by the formula that 
ajeinaud for coinmoditiqs is not a deniandjbr labour. 
Although this form of expression has been very generally 
adopted, yet we think that advanfage will r^^ult from 
.enunciating the ranciple iti language whicl) will appear ^ 
less paradoxical* C n. at is really intended to be assertecfj 
is that the .purchase of ^comnuxlitic^, wliich are unpro- j 
ductively consumed, does not exert th^. samc^ •influence* in ! 
increasing the demand fcu;;^ lajiour iis if the w’^ealth with ’ 
which the purchase was effected w^re used as capital, and ; 
were devoted to the employment of labour.^ It may bo 
thought that no such difference to th^ labourer as that j 
just indicated could result, because it may be urged that 
if a man spends a thousand j)ound8 in the purcluise of 
velvet, a large portion of this thousand pounds will be 
virtually expended in paying Jbhe wages of the operatives 
who make^the velvet, and therefore it may be i^aid, what 
diflfercnco, so far as the labourers are concerned, will it 
make whether a laiidowtier spends a certain sum of money 
in the purchase of an article of luxury like velvet, or lays 
out the amount in employing labourers in rtie improvemeiit 
of his. estate ? Is not the one course as good for trade as 
t^e other ? It is, however, easy to show that there is an 
important difference in the results which follow from these 
two courses. The purchase of the velvet may no doubt 
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give a certain amount of enjoyment to those who wear it, 
but it will do nothing to assist the future production of 
wealth. The wealth which is expended in paying the 
wages of labourers engaged in the improvement of an 
estate will be consumed just as certainly as the velvet will 
be worn out ; but the wearing out of the velvet leaves no 
result behind, whereas, as a direct consequence of employ- 
ing labourers in the improvement of ah estate, the pro- 
ductiveness of the land may be increased by an amount 
more tha!i ecpiivalent in value to the wealth which has 
been consumed in improving it. It thus follows that the 
ijinproductive consumption ‘^of commodities diminishes the 
Amount which may subsequently be devoted to paying the 
■ Wages of labour ; whereas wealth directly expended in pay- 
ing the wages of labourers will, unless it is unskilfully, and 
therefore unprofitably, applied, increase the amount which 
f may be expended in wages. 

The proposition which has just been established is of 
much practical importance, because it disproves the idea 
which is so common that the labourer is benefited by the 
wasteful expenditure* of the spendthrift. Not only is ex- 
.travagance often excused on l^he plea that it is good for 
trade, but saving not infrequently incurs much popular 
reproach ‘because it is supposed that the person who saves 
does no goc^ to the labourer. It has, however, we think, 
been shown that the industj^ial classes are more benefited 
by a man who saves \?ealth and productively employs it, 
than by one who spends it on his own indulgencea 

In thus contrasting the different results which follow 
from the saving and spending of ^ealth it has been 
assumed that the wealth vjhich is saved is devoted to the 
productive employment of labourers. It may, however, 
very possibly happen that# the work in which labourers 
are engaged is not reproductive of fresh we^th. Thus 
they may be employed in making an artificial lake which^ 
though useful for ornament, does %iot promote the future 
production of wealth. It will therefore be desirable to 
consider whether any different consequences result to the 
labourers as a dass when wealth is expended in paying 
1 their wages for some unproductive Employment insteadjof 
being unproductively consumed by its possessor. In order 
to investigate this point let us inquire what will^ake place 
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|f a thousanJp^nds which has before been expended in 
Ithe purchase of velvet is now employed in the making of 
i artificial lake. Accepting the conclusions which have' 
sen arrived at by Mr J. S. Mill, and other political econo - 
lists, we have, in editions previous to’the sixth, endeavoured 
show that the unpfoductive consumption of wealth by 
owners would produce much less beneficial consequences 
;o the labourers than if the wealth were expended in 
baying their wages, even although they were employed 
^pon some entirely unproductive work. Subsetyient con- 
sideration has induced us to think that this conclusion 
requires considerable modificSition. As previously re- 
marked, in investigating many of the problems connected 
^with capital it often happens that sufficient stress is not 
laid upon the fact that only a portion of the weafth which 
is saved in such a country as England is employed as 
capital in supporting home industry. With the extension 
of foreign commerce and increased facilities of communica- 
tion a larger proportion of the wealth which is saved is 
every year embarked in foreign investments. It may be 
readily shown that this fiict has an Important ]?earing in 
tracing the results which wiH follow from employing wealth 
in paying the w^ges of unproductive labourers instead of 
consuming it unproductively. It has been argued by Mr 
Mill, and other political economists, that altlbugh in*the 
first instance the amount *devqted to wages must be nearly 
the same, whether a thousand pouifds is’ laid out in velvet 
or is paid to labourers who are making an artificial lake, 
yet the consequences which ultimately ensue are very dif- 
ferent, and they seek to establish this conclusion by some 
such considerations as the following. A large part of the 
thousand pounds which is expended in velvet is employed 
in paying the wages of the lal^ourers who make the velvet, 
and there^re it would appear that in the first instance the 
amount expended in wages will be nearly the same whether 
velvet is purchased, or ^whether labourers are employed in 
making a lake. It is, however, contended that if the latter 
course is adopted a greater amount will ultimately be 
expended in wages than if velvet is pitrchased, because 
\15ith the diminution ih the desnand for velvet the amount 
expended in wages in this particular industry will be less 
thw before. Yet the manufacturers of velvet will, as their 
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business is curtailed, be anxious to seek some eligible in- 
vestment for that portion of their capital which they can 
no longer employ in their own trade. It consequently 
follows that although there may be a transfer of capital, yet 
the aggregate amount of wealth employed as capital, and 
therefore the amount expended in wages, will be greater, 
than it would be if wealth, instead of being applied to 
employing labourers on some unproductive work, were to 
be used in the purchase of some article of luxury, such as 
velvet. JS^e cannot help thinking that in thus broadly 
stating the conclusion two considerations of much im- 
portance are lost sight of. In the first place, capital cannot 
hek transferred from one industry to another without con- 
siderable loss both to the employer and the employed. It 
must* allnost invariably happen that the employer will 
have to bear serious loss if he has to dispose of a portion 
of his fixed capital, or has to devote his building, ma- 
chinery, and other plant to another industry ; and a not 
less serious loss may have to be borne by the labourers if 
they have to se^^k employment in some other industry to 
which thej are not aV^customed, and are thus deprived of 
the advantage of their acquired skill. Then again, as 
' previously indicated, it does not necessarily follow that the 
trader who has to seek a new employment for the portion 
of his capital which is no longer required for Ais own 
business will employ it in, home industry. It may very 
possibly be lent 'to scAne foreign government, or be em- 
barked in one of tlie numerous foreign investments which 
are constantly attracting an increasing amount of English 
capital. If this should be the case, it would follow that 
the amount of capital employed in English industry would 
not be increased by using wealth in the employment of 
unproductive labourers, iui^tead of consuming it unpro- 
ductively^ Although therefore we believe thajt too much 
importance can scarcely be attributed to the fact that those 
who save wealth rather than thode who spend wealth are 
the best friends, of the labourer ; yet it is perhaps better in 
stating the principle not to adopt the somewhat paradoxical 
assertion that a demand for commodities is not a demand 
for labour. Such a form of e»pression«has, we consider, oft^ 
induced political economists to lay too much stress on the 
difference in the effects produced by employing^wealth in 
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the pa)niient of wages to unproductive labourers or in the | 
purchase of commodities which are unproductively con- 
sumed. The difference should be made to rest not simply 
upon using wealth in the payment of wages, but upon the 
circumstance of whether or not it is so reproductively 
employed that as the result of its consumption a greater 
amount of wealth is created than that which is consumed. 

In the course of this chapter it has been frecpiently 
remarked that capital is wealth which has been appro- 
priated to assist future production. Wealth so appropriated 
consists of machinery, stock, implements, and a fund out 
of which the wages of the lab8urcrs are provided ; but the 
capital of the country is not always employed at the great- 
est advantage, or, in other words, the capital of a country 
might always administer to the production of*a ^eater 
quantity of wealth than is actually produced. Capital is 
. wasted through want of skill ; inferior machinery is fre- 
quently used ; industrial enterprises, after havirig involved 
a heavy outlay, are often tinally abandoned. Wealth 
which is used as capital, iji’om other reasons, too, never 
contributes all the assistance it might to the production of 
wealth. The wages of labr)urer8 paid out of capital are, 
generally suffictent to provide something more than the 
necessaries of life. The worst-paid classes of labourers 
probably spend some small portion of thoir wages in 
luxuries, the consumption of which does not assist, but 
perhaps rather interferes with, the efficiency of their 
labour. The advocates of Temperance furnish abundant 
statistics upon this point. We are assured that the 
working-men of this country annually spend 8,000,000/. 
upon tobacco. 1^ it can bj proved that tobacco does 
not benefit, but injures both the body and the mind, 
then 3,000,000/. of the capital of the country, which in 
the first jplace is paid to labourers, and then* expended 
by them in tobacco, is, considered as capital, rendered 
completely nugatory, ♦)ecause the 3,000,000/. in no way 
assists the production of wealth. If, moreover, it is true 
that tobacco cannot be used without detriment, then this 
3,000,000/. not only does not assist, bilt actually is an 
obstacle to the production of wealth. But it will per- 
haps be said, Although this sum of money spent upon 
tobacco jioes the labourer no good, yet it is not with- 
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out its beneficial influence ; the expenditure of so much 
money is good for trade, and thus the labourer receives an 
indirect advantage. The fallacy of such a supposition 
will be readily understood by recalling the remarks that 
have just been made, which show that the labourer is 
benefited by the productive employment of wealth rather 
than by its unproductive consumption. It is, however, 
necessary to be extremely cautious in expressing an opinion 
as to whether the consumption of a particular article 
does the labourer good. The relations between chemistry 
and physiology are as yet by no means settled. The 
theory of food is most imperfectly understood. A chemical 
analysis may very possibly show that such an article as 
tea contains none of those ingredients which are com- 
monly considered to nourish the human frame ; and hence 
a rash and ignorant assertion is often made that tea is 
not a necessary of life, and that therefore a heavy tax 
upon tea is no hardship to the labourer; the tax, it is 
urged, is simply a salutary sumptuary law, because the 
consumption of tea ought ral^her to be discouraged than 
encouraged- But although tea may not nourish the body, 
vet it undoubtedly soothes the mind, and this is equally 
important ; for without some such soothiftg influence, life 
would be -almost intolerable, and even the body itself 
would be wasted by the weariness of the miild. • 

Enough has now been, perhaps, stated to establish the 
proposition that although industry is maintained by capi- 
tal, yet that there is always in a country sufficient capital 
to support more industry, or, in other words, to administer 
to the production of a greater quant^ity of wealth than 
that which is actually prodiiced. 

Intimately connected with this portion of the subject of 
capital there is a very widespread misconception that there 
would be H glut of capital if it were increased, beyond a 
cert ain point ; in fact, that capital might be so augmented 
that no industry would be found ilpon which it could be 
employed. Therefore, a certain waste of capital is consi- 
dered necessa^^nn order to prevent such a glut. Now, it 
has been explicitly stated that capital is the result of sav- 
ing, and therefore if capital is increa^d, the increase mui^ 
be due to greater saving. Let .it therefore be supposed 
that the rich spend much less upon luxuries, ai^ resolve 
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ta employ labourers with the money thus saved. It may j 
be imagined that if such saving were continued, our various 
industnal marts would soon be overstocked, and that ware- 
houses would be filled with goods for which there was no 
demand. There are few even amongst political economists 
who do not sometimes write and speak as if they believed 
that the unproductive expenditure of the rich is required 
to give adequate employment to the poor. But if such 
an increase of capital as that described should occur, two 
suppositions may be made; an increase of .population 
proportionate to the increase of c^ipital may occur; or, 
secondly, the population may* remain the same as it was, 
before the incre^ise of capital commenced. » 

The first case presents no difficulty; the increased 
capital would be required to support the increa*sed*popu- 
lation. But the second case must be carefully consi- 
dered, and it at once suggests this difficulty: if all the 
labourers were previously fully employed, how could 
the increase of capital give additional employment to 
labourers ? . • 

A particular point, which may be*keenly disputed in an 
abstract science, such as pl)litical economy, is frequently: 
comph'tely obscured in the ambiguities of general lan- 
guage : and, of this, tlie cpiestion under discussion affords a 
striking exanlple. It therefore becomes very«!iecessary, as 
a preliminary process, to attribute a distinct meaning to the 
above expression, — 'giving additi^al employment to the 
labourers.’ The augmentation in the capital of the country 
has been supposed to result from the diminished consump- 
tion of luxuries on ^the part of the rich. It is assumed that 
all the labourers were previqjisly fully employed. But a 
new fund, which is now intended to be paid to the labourers, 
has arisen from the increased savings of the rich ; where, 
therefore, ^are the labourers amongst whom th» increased 
fund is to be distributed ? Those labourers, it is true, who 
have manufactured tM) luxuries which the rich now no 
longer purchase, will be thrown out of employment. But 
the capital of the manufacturers of these luxuries will 
be now seeking jfresh investments, and* will be therefore 
sufficient to give eni^loyment either directly or indirectly 
to the same number of labourers as were previously main- 
tained b^ it, and therefore the new capital created by the 
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increased savings of the rich still apparently remains up- 
employed. But although the assumption has been made 
that all the labourers were previously fully employed, yet 
let us consider what this means. It must be interpreted 
thus: That all able-bodied labourers were in full em- 
ployment, and that they received certain wages for a cer- 
, tain quantity of work. There can be no doubt that the 
labourers would willingly receive more wages if they 
could be obtained. It is quite impossible that the wages 
can be increased unless the capital is increased ; now, 
however, there is an increase of capital, and therefore 
the wages of the labourers will rise. If the labourers 
were before supplied with all the necessaries of life, 
they in their turn will begin to consume niore luxuries, 
and the labour which before had produced luxuries for 
the rich is now available to meet this new demand on 
the part of the labourer. It may, however, be argued 
that if the capital continued in this way to increase, 
the labourers’ wages would also be constantly increas- 
ing, and at length all their^. wants might be satisfied. 
When suoh a happy" event was consummated, then the 

t ours of toil would be shortened, and men would not 
e compelled to labour so ceaselessly a.^ at the present 
time. Human beings are not endowed with an uncon- 
trolfable instinct for physical toil ; the wants of life must 
be satisfied by physical labour, but civilization has no 
nobler mission to 'fulfil^than to diminish the labour which 
is* required to satisfy the physical wants of life. Hence 
the vaunted progress of civilization must appear delusive 
to that great majority of the human race who toil for 
hire, and who have found^that the hours of their toil 
have only been slightly lessened. Generations after gene- 
rations pass away whose minds remain undeveloped, and 
whose bodies have had to work with the constancy and 
the regularity of a machine. Political economy will assist 
us in understanding the means tty which the labourer’s 
toil is to be lightened. Let it not then be called a 
harsli or degrading science, for no study can fill our 
minds with brighter anticipations for the future than 
one which will enable us "to comjfrehend some of tl\p 
requisites which will afford, to a greater number, ‘Hhat 
only true and most supreme happiness — the development 
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of the human faculties to a harmonious and consistent 
whole/' 

Since capital is the result of saving, it is often errone- 
ously considered that capital is wealth which is set aside 
with the object of not being spent ; but this is a funda- 
mental misconception, for capital cannot fulfil any of its 
functions except by being wholly or partially consumed. 
Thus, capital provides the fund from which the wages of 
labour are paid, and these wages arc, of course, consumed 
in ministering to the wants of the labourer, and in sup- 
plying him with all the various necessaries of life. If a 
man has so much wheat, it is wealth which may at any 
moment be employed as capital; but this wheat is liot 
made capital by being hoarded ; it becomes capital when 
it feeds the labourers, and it cannot feed the labourers un- 
less it is consumed. These considerations apply to capital 
existing even in a more ])ermancnt form, such as ma- 
chinery. All machines must in time gradually wear out ; 
a steam-engine, durable as it may appear, is only capable 
oi‘ performing so much workii but a steanr-engine is capital, 
because it assists the production of* wealth, and therefore 
it only fulfils the functions bf capital when it is in motion^ - 
but ov(uy hour lhat jt is kept in motion contributes some- 
what to its ultimate wearing out. It is therefore manifest 
that all ‘the Wealth of th^; country, in whatevet form it may 
be, can only perform the functions of capital by being wholly 
or partially consumed. The capifal of a country is con- 
stantly being consumed in order to produce more wealth, and 
therefore capital is maintained by perpetual reproduction, 
and not by hoarding and keeping wealth out of consump- 
tion. ^ 

The leafling propositions with regard to capital have 
now been discussed, and they afford principles which will 
enable us^o investigate economic problems of the greatest 
interest and importance. An endless variety of such pro- 
blems bearing upon tlfe subject of capital may be readily 
suggested, and the student should zealously apply himself 
to their solution. Let him not suppose that he is wasting 
time upon the mere rudiments of the science ; he may rest 
assured that, if he Ally comprehends the subject of capi- 
tal, his future successful progress in the science is as- 
sured, that he will become one of those who can apply 
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the principles of political economy to those financial and 
social questions which are the topics of everyday discussion. 

It will be, perhaps, useful to our readers if we give one 
or two practical applications of the laws of capital which 
have been enunciated in this chapter. One such applica- 
tion is suggested by considering the rapidity with which 
a country recovers from the ravages of a disastrous 
war. This phenomenon was first fully elucidated by Dr 
Chalmers. A conqueror overruns a country, and destroys 
every vesf^ige of accumulated wealth which he can discover. 
A great portion of the food with which the labourers w^ere 
to be fed is gone ; machinery and other appliances with 
which industry is assisted are destroyed. The capital of 
the country appears to be almost lost, and when it is re- 
membered that the future production of wealth depended 
upon this capital, it might be supposed that production 
would cease, and that the country must for years remain 
the same desolate waste. But, on the contrary, countries 
which have been thus ravaged and pillaged, have in a few 
years revived, and seemed tq be as prosperous as before. 
The history of Athens, and the French Wars in the Pala- 
tinate, afford many striking Examples of a rapid recovery 
from the devastation of war. The ^ remarkable rapidity 
with which France recovered her commercial and financial 
prosperity after the conclusion of the war with Germany in 
1870 — 71 is another exampk in point. Within four years 
of the time when her "capital city and no inconsiderable 
portion of her territory were occupied by the invader, she 
seemed to have recovered more than her former prosperity. 
Her revenue was never in a more Ijotirishing condition 
than in 1875, although within this period of four years 
she had had to pay to Germany a war indemnity of 
£200,000,000. This revivaUof prosperity admits of a very 
simple exJplanation. It has been shown in tips chapter 
that the capital w hicli at any time exists in a country is 
always sufficient to administer to the production of a much 
greater amount of wealth than that which is produced; 
01 ^ in other words, the production of wealth which actually 
takes place might be effected with the aid of much less 
capital than the amount which is af)plied. There, there- 
fore, always exists a considerable excess of capital which 
might be wholly destroyed without necessarily ^peding 
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"the production of wealth. The industrial efficiency of the 
labourer can for a time be maintained although his wages 
be reduced to a point which allows no margin for luxury 
or enjoyment. If, therefore, in a CQuritry ravaged by war, 
there should be just euong^iMood left for the labourers to 
live upon until the n^£ harv^t is gathered in, and if also 
they had the necessary agricultural implements and seed, 
there is no reason why the country should not soon be 
restored to its former fertile and well-cultivated appearance. 
But if the implements of agriculture were destrofed, culti- 
vation could not proceed until they were replaced; and 
the after consequences of the war would be more perma- 
nently disastrous. • 

As a nation advances in commercial prosperitj’, a con- 
stantly increasing quantity of national wealth assumes a 
permanent and fixed form. The docks, the railways, our 
unsurpassed mercantile navy, the great manufactories of 
Lancashire and Yorkshire, with their machinery as costly 
as it is ingenious ; these works, and not the food and cloth- 
ing stored in our warehouse#, are the striking evidences of 
England’s vast accumulated wealth.* If all tho food were 
destroyed except just enough to prevent the people starv-* 
ing, England in one; year might present an unchanged 
aspect of commercial prosperity; for the food which is 
stored at any ‘particular tjme is destined to consumed, 
and it is only that portion which maintains productive 
labourers that ministers to the future production of wealth. 
But if an invader should ever range unrestrained over 
these islands, and should destroy the wealth which exists 
in a permanent forip, such as public works, machinery and 
buildings, then the disaster ^ould not soon be repaired, 
and England would sufier for a far longer period than 
did poorer nations, conquered in more backward times. 
Hence the# richer a country is, the more severe niay be the 
injury inflicted on%her by war, if the enemy should destroy 
any considerable part df the wealth which is in the form 
of fixed capital and which constitutes her industrial plant. 
If Germany hacl adopted this policy in her war with 
France, it would have been impossible for France to have 
recovered her prosperity with the remarkable rapidity to 
:: which allusion has just been made. Of late years a feel- 
I'ing of fa|pe humanity has attempted to make the rights of 
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BOOK I. private property respected in war. Life may be sacrificed / 
V ^ with as much prodigality as ever. The foremost mechani- 
cal genius of this mechanical age is devoted to the pro- 
duction of weapons o/ defith ; but civilization, it is said, 
demands that there shotd^bc no wanton destruction of 
property. No such attempt to palliate the material disas- 
ters of war ought to be encouraged ; war will be rendered 
less frequent, if a whole nation is made to feel its terrible 
consequences, instead of concentrating all the horrors in 
the sacrifice of thousands of helpless victims who may be 
marshalled at the caprice of a despot. If any nation 
should ever threaten England with invasion, England ought 
to** speak in unmistakable language that her vengeance 
should not be confined to a retributive slaughter of 
soldiers, but that she would destroy all the public works 
upon which the wealth of the nation mainly depended. 
This would give a practical check to vaunting ambition, 
and niight rouse a nation to restrain the military designs 
of the most despotic ruler. 

Should This digression suggests a« consideration of the much 
^aid fo In financial question, whether any extraordinary 

imrem^d' jiatioiial expenditure, such as Is caused by a war, ought to 
taxation? be defrayed by a loan or by increased taxation? England 
has, resorted to loans, and a permanent record of this 
financial policy is afforded by a national debt, larger than 
the aggregate ampunt of tht) debts of all other European 
nations \ Mr Gladsto*ne in his budget-speech of 1854 
evoked the enthusiasm of the House of Commons by tfie 
declaration that in future the financial policy of England 
was to be reversed. The expenses of tlje Russian War were 
to be defrayed entirely bj increiised taxation, and thus 
posterity would inherit the assumed advantages of that 
contest, unencumbered by •the penalties of augmented 
pecuniary^ burdens. The virtuous resolution Parlia- 
j ment was not maintained, and the Russian War added 
50,000,000/. to our permanent debt. It would be foreign 

1 This was writter^ io 1863, since which time our own debt has been 
considerably reduced, and means have been adopted by the creation of 
terminable annuities to insure a still greater prospective reduction. Tbe 
debts of nearly all European countries have been greatly increased ; that 
of France alone amounted in 1886 to £841,000,000, or more than 
£100,000,000 in excess of the English National Debt at the si^me date^ 
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to our immediate subject to discuss to what an extent the 
present generation is justified in burdening future gene- 
rations ; there can however be no doubt that the whole of 
the money required for the Russian War might have been 
raised by taxation. 

A loan may be obtained from two sources; it may 
be taken from the capital of the country, or it may 
be provided from increased savings. If capitalists con,- , ^ 
sidor that the terms offered by the Government, afford 
an eligible investment, they may be induced V'to take 
some of the (^q-pital employed in various commercial 
undertakings, and lend it to £he Government. Now let 
us trace the ctjnsetpiences of such a diversion of capital 
from reproductive industry. It may be thought that if 
the Government spends the loan at home, the loan lias 
nob diminished the capital of the country ; it has merely 
caused a portion of it to be diverted to other purposes. 
The Government, however, will ordinarily spend the 
loan in warlike materials. Cannon-balls, gunpowder, and 
mortars are commodities wjiich cannot be appropriated 
to assist the future production of wealth, labourers cannot 
be fed ])y them, and therefore, when the loan is converted, 
into such commodities, it cannot form a portion of the 
capital of the country. If, however, the capital which 
has been cont"ributed to the loan had remained with its 
original possessors, it would iiv the undertakings in which 
it was employed, in all probability. Have contributed to the 
production of some useful commodities which might after- 
wards have been applied as capital. Upon such an hypojh 
thesis, tluTcfore, the^ capital of the country is diminishecy 
in consequence of the loan ; the labourers will ultimatclji 
suffer, because since there is less capital there will be aP 
smaller sum to be distributed jimongst them. 

As a seepnd hypothesis, let it be supposed thal^ the loan, 
after being raised in a country, is productively employed 
by a Government. WKfere industrial enterprise is back- 
ward, it may happen that many important undertakings, 
such as railways, canals, and irrigation works, will not be 
carried out by any one but the Govefhment. A loan 
^wjiich is raised undei^ such circumstances will cause an 
^augmentation in the capital of the country, unless the 
whole of^the loan is obtained from wealth already per- 
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forming the functions of capital. This is scarcely a possi- 
ble supposition ; there is never this active employment of 
capital by private individuals in countries where indus- 
trial enterprise is backward. The money lent to the 
Government would no doubt, to a considerable extent, be 
supplied from wealth which has been hoarded. The ad- 
dition which may be made to the capital of a country by* 
..devoting a loan to reproductive purposes may be much 
' greater than is here described ; for it generally happens 
that a Rorge portion of the loan is obtained from foreign 
countries. Thus the Government railways of Russia and 
the Public Works of India Rave been to a very large extent 
ciHistructed by means of English capital. In the contrast 
which has just been drawn between the certain loss and 
possible gain which may ensue upon the unproductive or 
productive employment of loans, it must not be supposed 
that a Government is justified under all circumstances in 
raising loans for industrial uftdcrtakings. In the first 
place the interference of the Government may check 
private enterprise, and it is jjways better that trade and 
industry should as far as possible be left to private enter- 
prise. Government managerncftit is almost invariably wasie- 
fiil and inefficient. Even when the circuAistances warrant 
the, Government in raising a loan for some industrial work, 
it often happens that the advantage which such a loan 
might bring to the country is to a great extent counteracted 
W the wasteful mannft* in which the work is carried out. 
Ime history of the Public Works Department in India 
affords numerous examples of the truth of this remark. 

But again, referring to loans whicl^ are unproductively 
expended by the Governmgnt, it may not unnaturally be 
asked: — Why should the unproductive expenditure of a ^ 
Government impoverish a jiation more than if the same 
amount af wealth was spent unproductively gby indivi- 
duals ? In one sense, no doubt, a nation is not rendered 
poorer, as may be shown from llie following considera- 
tions: Suppose, for instance, we wish to make an esti- 
mate of the whole wealth of the English nation. All the 
wealth possessed by Englishmen in the funds should bo 
omitted from this estimate. If it tvere not so, the same 
wealth would be counted twice over. Suppose A has^ 
a mortgage of 10,000i. on B^s estate. The mortgage is 
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wealth to A ; but it is not a part of the nation s wealth, 
because the mortgage simply shows that B’s estate is 
not entirely his own property, but that A has a share of 
it, the value of which share is equivalent to the amount of 
the mortgage. Similarly the fundholders have a mort- 
gage upon the industry of the nation ; and if the fund- 
holders were all English, and the nation repudiated its 
debt, the wealth of the country would nofc in the slighj^iii* 
degree be either decreased or augmented : a mosLim^st 
conhscation of property would be perpetrated, Imt there 
would have been no destruction of wealth ; for what the 
fundholders would lose the tax-payers would gain. The 
national debt, considered in this aspect, is a mortgage 
upon the industry of the nation ; and the creation^ of a 
mortgage cannot diminish the wealth of a nation unless 
the persons who own the mortgage should be foreigners, 
when, of course, a portion of the national wealth is trans- 
ferred to another country. These considt.‘rations show 
thai. if the raising of a loan encourages money to be 
saved, the loan might be spent in ^the ^most unproduc- 
tive manner possible without in any way diminkhing the 
national wealth. There is,* however, a difference in the*| 
conse(piencos wliicli Result when money is spent unpro- 
ductively by individuals, and when the same money is 
subscribed to ’a loan, which is spent unprocftictively by 
Government. In the first case, where individuals spend 
the money unproductively, no one Tias to pay them any- 
thing for doing so ; but in the second case, where these 
individuals lend the money to the Government to be spent 
unproductively, the .whole nation has annually to pay a 
certain penalty in consequence", of this unproductive cx- 
^penditure. The penalty paid is the interest rcccuved by 
^tho lenders of the money, 

; In estim^iting the effects of a loan we have theSe general 
^principles to guide us : The loss of the labourer is in pro-, 
portion to the extent t(f which the loan encroaches upon 
She capital of the country. A loan may increase the capital 
p a country either by encouraging greater saving, or by . 
[inducing capital to be subscribed to the loan from other { 
^Quntries. In this cas^ the labourer may receive an i^me- 
piate benefit, proportioned to the increase of capital caused 
py the loj,n. Indian railways have been constructed by 
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loans wsubscribed almost entirely in England. It has* been 
calculated that during little more than twelve years 
11,000,000/. was paid to the natives of India for their 
labour upon railways; and, since this amount was im- 
ported capital, the labouring population of India derived 
the same advantage as if private capitalists had decided to 
spend an additional 11,000,000/. in the employment of 
rJebpur. Whether the advantage is permanent or not de- 
penoKi^jn whether the railways ultimately prove to be 
remunefcjttive. Although it now appears probable that the 
Indian railways will in the aggregate yield a fiiir profit on 
the capital expendcid in tfcieir construction, yet for many 
ydars they failed to yield this profit, and a heavy deficit 
had to be made good out of the general taxation of the 
country. It must be remembered that this taxation had 
to be borne by the whole people, many of whom lived too 
far from the railways to derive any advantage from the 
extra demand for labour which their construction created. 
If, however, a loan in any way causes the capital of the 
country to be increased, the Jabonrers will receive imme- 
diate benefit, even i^ the loan is spent unproductively ; on 
rthe contrary, the employers ^ill, under the same circum- 
stances, suffer a loss, because wages^ will* rise as a conse- 
quence of capital being increased. 

The ultiftiate effects of a lo£|^ii upon all blasseS depend 
entirely upon the. manner in which the loan is spent. If 
it is spent unproductfvely, the whole nation will have to 
pay a permanent penalty for the extravagant expenditure. 
If it is devoted to works of industrial usefulness, which 
would not be carried out by private, enterprise, then the 
nation may be greatly enriched. 

In (quoting warlike materials as an example of an un-" 
productive expenditure on •the part of Government, it is 
intended ^0 express no opinion adverse to military prepa- 
rations. Vast sums have been, and will probably again 
be, squandered in war; but there 9m be no greater impedi- 
ment to the production and accumulation of wealth than 
a*winit of security from hostile attack ; and therefore it is 
absolutely necessary, even for the interests of commerce, 
that the defences of the Ijountiy Should be adequately 
maintained. 

Efect 0 / Let US now examine what different consequences ensue 
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if an increased expenditure is supplied by taxation in- 
stead of by loan. Increased taxation is obtained in dif- 
ferent ways in different countries. In our own country 
there are probably only two sources available for largely 
augmenting the revenue. These are the income-tax and 
an increase of the duties upon some commodities of general 
consumption, such as tea. Let it be supposed that re- 
course is had to both these expedients. An i 
may be paid in two ways ; it may be paid out 
or it may be paid out of capital. Thus a ma 
who is charged with l,000i. additional income-tax, may 
pay the amount by increased saving, or, in other words, by 
diminishing his personal expenditure. If this is done, his 
capital is in no way affected, and therefore the labourers do 
not suffer; the important thing for them is that no en- 
croachment should be made upon capital. But it will 
perhaps be said, that if the people who pay the increased 
income-tax are induced to retrench their expenditure, trade 
will suffer in consequence of I heir purchasing fewer com- 
modities, and that the labourers will thim be injured be- 
cause dull trade is always prejudicial to them. • But here 
we must once more recall tlfe remarks w(^ have previously,, 
mad(j to show how little the labourer is benefited by the 
unproductive consumption of wealth. If the income;tax 
is paid from Income and, not out of capital, rtie labourers 
may derive a very decided advantage frotn an increased 
income-tax, because a portion of thb money which is thus 
obtained by the Government is sure to be employed as 
capital, since it will be paid in wages to artisans, ship- 
wrights, and other .classes of labourers engaged hy the 
Government. One of the advantages often attributed to 
a democratic suffrage is that the people have a direct 
interest in checking a reckless expenditure, and it is also 
urged that it is the interest of the rich in opposition to 
the poor to encourage heavy taxation. But the labourers 
will in every way be gfeatly profited by increased expen- 
diture if the money is provided by an income-tax, which 
.is sure to be partly supplied from increased economy, and 
|which, in this country, it has never been proposed to levy 
lupon the labouring populatioh. In a country so rich as 
England, even a heavy income-tax would probably in the 
main be paid out of income, and not out of capital. Such 
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a tax, therefore, would not seriously interfere with the pro- 
duction of wealth, but would most materially encroach 
upon the means of enjoyment of the majority of those who 
pay it. Even in the richest country, if an income-tax 
continues to be increased, it must at length cease to be 
chiefly paid out of income. Directly it encroaches upon 
the capital of the country, the tax becomes doubly burden- 
iWjjpe and disastrous, the production of wealth will be 
impeded, the position of the labourers must be rapidly 
deteri(.)f«Srced, and the finances of the country will be gradu- 
ally brought into a most critical state. In a poor country, 
such as India, an income-tax is a much more hazardous 
expedient, than in a wealthy country like our own. 

We have now pointed out some of the effects which 
follow both from loans and from increased taxation, and 
there can be little doubt that loans ought to be avoided 
as far as possible. A loan, however, is perfectly justifiable 
when it is necessary to resort to so high an income-tax 
that it must in great part bo paid out of the capital of the 
country, or when taxes on cemmoditios have been raised 
to the ])oint at which further iiicruaso is attended with a 
diminution of revenue. In Both these cases the produc- 
tion of wealth is at once impeded., If we had to decide 
bct,\veen a loan and taxation as a mere abstract (juestion 
concerning the production of wealth, there would' be little 
hesitation in deciding against the loan, because a loan 
would generally be |)aid more entirely out of capital. 
l£ is, however, impossible to frame a general maxim which 
will apply to every case. Before a decision can be arrived 
at as to the extent to which additiona,! expenditure should 
be met by a loan or by increased taxation, the economic 
circumstances of the country ought to be most carefully 
considered. Thus it may very possibly happen that ad- 
ditional taxation may be imposed without c<a,using any 
serious inconvenience to the mass of the people or without 
to any appreciable extent interfeftng with industrial pro- 
gress. The circumstances, however, of another country 
may be such as to cause the gravest evils to be associated 
with an increase of taxation. For example, the financial 
condition of India is such as to rdhder it impossible to 
raise any considerable increase of revenue from taxation 
without producing very serious consequences. ^ Past ex- 
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perience has shown that it is extremely difficult to raise ^ook i. 
revenue in India by any form of direct taxation, such ^ - 

as the income-tax ; and any indirect tax is comparatively 
speaking unproductive unless it cai\ be imposed on some 
article of general consumption. The mass of the Indian 
people are so poor, often earning wages of only 3d!, or 4c?. 
a day, that the only article they consume which admits of 
taxation is salt. The salt duty in India' is one of tly?^ 
heaviest imposts that is levied in any country on^Tirst 
necessary of life, and additional revenue could n^^lbe ob- 
tained from it without inflicting severe suffering upon 
the Indian people. 

These discussions upon the relative advantages and dis- 
advantages of loans and taxation will show the iniportance A general 
of arranging a tax so that it should cause the least possible 
diminution of capital. It is, therefore, extremely impoli- 
tic to tax a raw material. Suppose it were determined to 
raise a certain sum by taxing cotton, a tax on cotton goods 
would be far preferable to a tax on raw cotton. If a 
manufacturer were obliged «to pay 100?.» upon a certain 
quantity of raw cotton, he would thus have to give to the 
(Government 1001 which he tntended to employ as capital, J 
and therefore the* tax would be entirely taken out of capital. 

But suppose the Government said. We will let you manu- 
facture your (?otton, and Jhen you shall pay hs the same 
amount, by levying a tax upem the manufiictured goods. 

The result of the tax would be, tHht the price of cotton 
goods would rise, the manufacturers would be able to pay 
the tax out of the increased price obtained for their goods, 
and the tax would i^ot, under these circumstances, in any 
degree diminish the capital of |he manufacturers. 

It will have been remarked, that every kind of wealth, 
which in any way assists fixture production, has been, circulate 
in this chgipter, described as capital. Capital, •'therefore, ingand, 
is not confined to the food which feeds the labourers, but 
includes machinery, buildings, and, in fact, every product 
due to man’s labour which can be applied to assist his 
industry ; but capital which is in the form of food does not 
perform its functions in the same manner 'hs capital that is 
i» the form of machfiiery: the one is termed circulating 

1 [An increase of the salt duty is one of th$ ^nancial proposals of the 
present yeay, 1888 .] 



Manual of Political Economy^ 

capital, the other fixed capital. This is a real distinction 
from which many important consequences follow. Circu- 
lating capital is only used once in order to fulfil any 
particular purpose ; Qxod capital may continuously repeat 
the assistance which it lends to industry. A store of food 
fulfils the functions of capital when it feeds labourers, but 
in feeding the labourers it is consumed ; it cannot repeat 
-the service which it has rendered. But the same looms, 
ser^Kmotion by the same steam-engine, will continue to 
weave OTtton cloth through a long succession of years. 
The same ploughs till the land for many successive crops. 
The capital with which a road is made does not facilitate the 
transport of wealth for any limited period ; but, if a slight 
sum is spent to keep the road in repair, it will permanently 
serve" the same indiistrial purposes. The capital expended 
on the great irrigation works of India, may, through count- 
less ages, fertilize the same tracts of land. Circulating 
capital, since it is destroyed by one use, must receive an 
immediate return ; the application of fixed capital is 
rewarded by industrial advantage's continued for a long 
period ofi time. A Varmer expects that each successive 
crop will remunerate him for the wages he has j^aid 
during the current year. But if he purchases a steam 
thrashing-machine, he does not expect that his outlay will 
be returned to him in one y^ar ; he hopes to use the 
machine for a great number of years, and thus he will be 
gradually repaid for Ms original outlay. As another ex- 
ample, raw material is circulating capital to a manufac- 
turer ; the raw cotton is only once woven into cloth ; and 
the manufacturer, when he sells the. cloth, is repaid the 
sum which he has expended in the raw material. But 
the money which he has invested in fixed capital — such' 
as the machinery used in (his manufactory — is gradually 
returned to him. When the capital which administers to 
the production of any wealth is entirely circulating, the 
amount of wealth produced must ill value be at least equal 
to the capital employed ; for since this capital, according 
to our hypothesis, is circulating, it is entirely consumed by 
one use, and therefore the particular industry would not be 
remunerative unless the vahie of thfe wealth produced was 
somewhat more than sufficient to replace the capital con- 
sumed. All capital, as we have before said, is intended 
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to be either sooner or later, consumed : circulating capital 
is destroyed by once ministering to the production of 
wealth ; but capital is maintained by reproduction. Hence, 
since circulating capital implies im^mediate consumption, 
circulating capital must also necessarily imply immediate 
reproduction. Fixed capital, however, may repeat for a 
long period the assistance it renders to production ; fixed 
capital, therefore, is only gradually consumed, and 
amount of wealth expended upon fixed capitaKgi^^iot ' 
immediately reproduced. The most important ^actical 
consecpiences follow from these considerations. Let it be 
supposed that a considerable amount of capital, which has 
been previously employed as circulating capital, is con- 
verted into fixed capital ; when employed as circulating 
capital it was at once reproduced, and therefore the wealth 
which this capital produces must at least be sufticierit in 
amount to enable the capital to be re-created. But the 
same immediate reproduction of wealth does not take 
place if the capital is converted into fixed capital ; and 
therefore there need not imyiediately be produced so large 
an amount of wealth as if the capittfl were consiimed by a 
single use, and had, in c6n18equence, to b(‘ at once repro; 
duccd. Now, labourers derive their wages from circulating 
capital; hence, if the circulating capital is diminished, 
their wages •wdll tempoj^arily fall As an txample, the 
construction of a railway nw-y cause circulating to be 
converted into fixed capital, Su|t[joso that 10,000,000/., 
previously paid to agricultural labourers, is now paid 'to 
railway labourers: the agricultural labourers would con- 
sume their wages but then their labour would at once 
produce something w^hich wopld be again consumed, and 
which would be again employed as circulating capital. 
The railway labourers will bo as usefully, or even more 
usefully, employed than the agricultural labourers. The 
nation is not made poorer by this transfer of capital from 
one industry to anothir'; shui has her railway instead of 
the commodities which were produced by the capital pre- 
viously invested in agriculture. There is no diminution 
of national wealth ; but there may be iGss wealth in the 
country available fo^ consumption — a smaller fund, in 
fact, to distribute amongst the labourers, and therefore 
the labourers may temporarily suffer. The application of 


BOOK I. 
OH, IV. 


Practical 
conse- 
quences of 
the distinc- 
tion be- 
tween fixed 
and circu- 
lating 
capital. 


A tempo- 
rary in- 



42 Manual of Political Economy, 

BOOK I. improved machinery and the construction of such works 
. V as railways will ultimately confer upon the labourers an 
jury may advantage amply sufficient to compensate them for any 
temporary loss which they may suffer from the conversion 
howm by circulating into fixed capital. Railways and machinery 
the con- have most powerfully stimulated the production of wealth. 
version of ^ large amount of wealth has been produced by their 
hitiny info which could never have been produced without them. 
fixed MoiV'ver, the capacity which exists in England for the 
capital, accurnuftition of capital, quickly repairs any encroachment 
that is made upon her circulating capital; and therefore 
it is doubtful whether the labourers in this country have 
befen even temporarily injured by the extensive use of 
machinery, and by the rapid development of our railway 
system. 

A perma- Bufc although the labourers as a body are not injured 
nent loss is by the conversion of circulating into fixed capital, through 
7uffere4hy extended use of machinery, yet particular classes 
special * of labourers often suffer a serioiis and permanent injury 
classes of froni this cause." For instance, a man may spend seven 

ihrougTthe acquiring special skill in performing some process 

introdne^ ' tOf manufacture. The possesilion of this skill may be re- 
tionofma- garded as an important property, tl^ie pecuniary value of 
c iinery, ^ybich to its possessor can be estimated by the difference 
between bis wages and those ,of an ordinary labourer. 
This difference may be so g.‘eat that the skilled workman 
can earn 4^. a week. While the ordinary labourer can only 
c^arn IZ. One day a machine is introduced which performs 
this particular process at one-fourth of the cost at which 
it was performed by the skilled mechanic. He is, of 
course, at once superseded^ his skill, which before was 
worth SI, a week, ceases to have any value, and he may 
have to descend to the condition of the ordinary labourer. 
In such a^case the loss to the labourer is just aes real as if 
he had been suddenly deprived of an income of 150Z. a 
year, or if an owner of a landed e^ate suddenly found its 
letting value diminished by three-fourths. Many striking 
examples might be easily given of the loss inflicted on 
artisans who possess some special skill which is superseded 
by the invention of a madhine. if is, for instance, net 
generally known that the curve ^ven to the brim of the 
best gentlemen's hats is done by hand, and requires so 
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much skill, precision, and nicety, that those who are en- book i. 
gaged ill this particular kind of work often earn as much 
as 11. or 8/. a week. A machine has already been in- 
vented which moulds brims sufficiently well for the cheaper 
sort of hats, and some improvement may very probably be 
introduced into this machine which will enable it to super- 
sede the highly-paid labour above referred to. In this 
case a special class of men who can now earn 11. or 8Z. p 
week would have to descend to the position of ojdiuary 
workmen, and would probably not earn so mucK as half 
their former wages. 

When, therefore, we hear of the opposition of certain 
classes of labourers to the introduction of machinery, we 
should remember that political economy affords no justi- 
fication for the off-hand way in which this opposition is 
often spoken of as irrational and unfounded. The reality 
of the loss which has to be borne by the labourers ought 
at once to be admitted ; and as the loss is brought upon 
tluan by no fault of their own, the public ought at any 
rate to extend to them a kindly sympathy; sometimes the 
labourers might be induced, if calimy reasoned with, to 
relin([uish a useless opposition to machinery: they not, • 
unfrequently increase^ the loss inflicted on them through 
the introduction of machinery by entering into a fruitless 
and cosfly struggle to r^ist its use. Probably the best 
way for the workmen to meet such a misfortune as that 
just described is to endeavour to fffid some other branch 
of industry, in which the kind of skill which they possess 
could be made to some extent available. The hand-loom 
weavers of Spitalfiqjds, instead of clinging to an industry 
which has been superseded, ^id thus gradually sinking 
into deeper and deeper distress, would have done far 
better if they had sought emiJoyment in the silk-mills in 
the north tf England. 
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1 1HE three requisites of production, labour, appropriate 
, fiatural agents, and capital, have now been discussed. 
The subject of the production of wealth will not be com- 
plete without an investigation of some of the laws upon 
which depends the amount or degree of productiveness of 
each of these requisites. All the materials upon which 
labour and capital are employed, are produced either 
directly qf indirectly" from the land. Wool is not a pro- 
duct of the land like cotton*^ and timber, but the sheep 
from which the wool is clipped are fed by food obtained 
from the land. Land, labour, and capital are, therefore, 
the three ^requisites of production. The* most casual' 
observer will have noticed tfiat each of these varies 
greatly in productiveffiess at different times, and in dif- 
ferent places. Some of the richest tracts of land in 
England were not long since an uncultivated morass; 
Cambridgeshire and Norfolk are now^ amongst the largest 
corn-producing counties, vet Cambridge was once the 
home of the bittern and snipe, and Norfolk was little 
better than a rabbit-warren^ At the present time England 
possesses <land of eveiy degree of fertility; th^rich loam 
land of Sussex and the Lothians will let for 4/. an acre ; and 
large tracts of land on the moors il Yorkshire, if given to 
a farmer rent free, would not pay to bo cultivated. There 
is also the greatest difference in the efficiency of labour. 
It has been calcfilated that an English mower will do as 
much work in a day as three Russian serfs, and the con- 
tractors for the French railways found that an English 
navvy was worth two French labourers. Such differences 



Vacations in Productive Power, 


45 


lb the value of labour mainly depend upon superior 
aitrength and stamina, but still greater differences arise 
B*om superior skill ; many operations in the manufacture 

R f commodities retjuire, perhaps, a. delicate touch or a 
nick dexterity which no amount of untrained labour 
^ould supply. Capital, directed by superior knowledge, 

Smay effect what before was impossible ; mines are now 
^Worked which no amount of labour or capital, unaided, 
by the steam-engine, could have drained ; and th^jafffpli- 
(Bation of a hundred times as much labour and’ capital 
Ivould not produce the cloth wjiich is now woven by th(^ 
ipimiing-jenny and the power-loom. These considera- 
|ions may, perhaps, suggest the opinion that we shall be 
Ibliged to call in the assistance of every science ,in order 
io investigate the laws which determine the productive- 
boss of land, labour, and capital. For it may be said, agri- 
cultural chemistry makes known the constituents upon 
brhich depend the fertility of the soil ; the difference in 
Ihe stamina and strength of English and Russian labourers 
ftriust be elucidated by appealing to physiology, and to 
iDther sciences. Again, the efficiency of rnachim^ry must 

{ )e explained by the principles of mechanics. It, there- J 
ore, manifestly bocoiy('s necessary to place some limita- 
tion upon the scope of political economy, unless it; is 
Intended* to embrace a ^^st number of othHir sciences. 

Now, it will be remembered, that no accurate definition 
Df political economy was attempt^! to be given at the 
commencement of this work. It is far better that tlie 
[reader should have the definition evolved for him as the 
subject gradually puogresscs. 

In the introductory chaj)t^.r we described political ^ 
economy to be the science which investigates the laws 
that determine the production, the distrib^ution, and the our inquU 
Exchange %{ wealth; it was, however, at the slime time riesinto 
stated that this was rather a general description than 
In accurate definition.* It is not an accurate defini- tUm. 
lion, for it is already perceived that, even concerning the 
Irst branch of the subject, political economy does not 
bvestigate all the laws which concern the production of 
■tealth; for if it dia investigate those laws, chemistry, 
fnysiology, mathematics, and various other branches of 
^iiowledg;^, would form a part of the science of political 




46 

BOOK I. 
CH. V, 


The pro- 
ducthe- 
ness of 
land. 


Manual of Political Ecommy. 

economy. It will be necessary, therefore, to place some 
limit upon our investigations; and the necessary limitation 
is provided by assuming that the facts which are acquired* 
from other sciences are known, or at any rate are supposed 
to be true. Thus political economy assumes all that we can 
tell at the present time with regard to the fertility of the 
soil. It is not the business of political economy to decide 
whether chemistry can suggest any particular manure 
which will greatly increase the productiveness of the land; 
but if the land, by any such cause, is rendered more 
fertile, then political economy would trace the conse- 
quences of this increased *^fertility upon the production, 
the distribution, and the exchange of wealth. Again, it 
would be foreign to the subject of political economy to 
prove, l3y a physiological argument, the causes upon 
which the inferior strength of the French and Russian 
labourers depends ; but political economy, assuming that 
this inferiority exists, without explaining its cause, or 
suggesting a remedy for its removal, traces its conse- 
quences upon the productio/i, the distribution, and the 
exchange.of wealth. 

j Returning now to the immckliate subject of this chapter ; 
we have to consider the productiveness* of land,'^ labour, 
an(| capital, not as they depend on physical causes, but as 
they arc determined by production on a litrgc and small 
scale, by division of labour, hy the accumulation of capital 
in joint-stock companfes, and by various other such circum- 
sfances which we shall proceed to notice. 

The productiveness of land does not depend entirely 
upon its fertility ; for the (piantity of labour and capital 
which may be required to jnako tne produce raised from 
the laud available for consumption forms a very important 
element in estimating its productiveness. The rich allu- 
vial plairfc of the Mississippi are almost uiisvrpassed in 
fertility; but a considerable portion of the wheat which 
is grown there is consumed in ^rope; and the cost of 
carrying this wheat to the European markets is virtually 
so much deducted from the productiveness of the soil 
upon which the Vheat was grown. When the valley of the 
Mississippi possesses popultition so^dense as to consume 
all the wheat there grown, the land, although it may be 
not more fertile, will be more productive of wealth; for 
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the wheat will no longer be wanting an utility, which, book i. 
amongst others, gives it the character of wealth, namely, 
of being in the place where it is required to be consumed: 
an utility which cannot now be conferred upon it without 
considerable cost. Everything, therefore, which facilitates it u af- 
the transport of produce, increases the productiveness of 
land. A great portion of the most fertile land in the of 
world is entirely unproductive. Products might be raised transport- 
from it which would be eminently serviceable to ma/)^ but 
various obstacles interpose which render these products un- 
available for consumption. The most splendid pine-trees 
are often seen rotting on the siSes of the Swiss mountains, 
because it would cost more to bring the timber to marki't 
than it is worth. 

The increase of population may create a demand Tor a 
product, and thus make the land from which it. is obtained 
more productive. The great natural pastures of Australia 
have for many years supported immense flocks of sheep. 

In England the carcase of a ^ sheep is far more valuable 
than its wool ; but the reverse was the casfi in Australia — 
the wool was valuable, the carcase was almost worthless. 

Wool is not a bulky comnufdity, and the cost of sending 
a flec^cc from Ausf r alia^to England is comparatively trifling ; 
but so great a quantity of meat was almost worthlcs^^to 
so sparse a j^opulation. ^The gold discoveries at once 
caused the population of Australia to be largely increased ; 
the mutton which had been before^ wasted was now re- 
quired ; the sheep became much more valuable ; and the 
pastures upon which the sheep grajso thus became far more 
productfve of wealth, although the fertility of these pastures 
has remained unchanged. 

If the productiveness of labour is estimated by the The pro- 
amount of wealth which is produced by a certain t[uantity 
of labour, lj:ien the productiveness of labour is partly the \abour. 
cause and partly the effect of the fertility of the land. 
-'Quantity of labour’’ liay be conveniently defined by 
jthe labour of a certain number of men working for a 
^rtain number of hours per day. The amount of wealth it /« «/- 
pich is produced depends jointly updn the produc- by 
irVeness of, land and^the productiveness of the labour 
aployed ; but as remarks have already been made upon bind, 
lie productiveness of land, we shall now proceed to 
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consider some of the causes upon which, under any as^ 
Burned set of circumstances, depends the productiveness 
of labour. 

Energy and intelligence are two of the most valuable 
(jiialities which a labourer can possess. It does not, as has 
been previously observed, appertain to our subject to at- 
tempt a full explanation of the causes which determine 
1 - differences of national character. The Irish labourer, for 
insfainpe, does not possess that steadiness and dogged de- 
termination which distinguish the English labourer. Lord 
Brassey's book, called Wor'k and Wages, gives many 
striking examples of the different industrial (][ualities 
possessed by workmen of different nations. He gives the 
palm to. the English labourer; and states that although 
wages are higher in this country than in any other Euro- 
pean country, yet bridges, viaducts, tunnels, and all en- 
gineering works, can be executed at a cheaper rate in 
England than in any other country in the world. 

Labourers have generally been so imperfectly ' educated 
that the econoiific advantage«of intelligence to the labourer 
has been, and is still, most inadeejuately appreciated. 
Almost every industrial operSltion will be better and more 
expeditiously, effected by the inteli^igent workman. The 
agricultural labourer is very generally looked upon as 
requiring no special skill or iijitelligence ; *but an expe- 
rienced English land-agent has stated that in his opinion 
the reason why the lUiid in the Lothians lets at a higher 
rent than equally fertile land in England, is that the 
Scotch labourers and farmers are, as a general rule, better 
educated and consequently more inteljigent than labourers 
and farmers in England. This opinion has been confirmed 
by a large landowner and practical agriculturist, the Mar-" 
quis of Aylesbury, who in a speech to his tenantry, in 
Novemb^ 1874, said that ho found that the^* farms that 
were the best cultivated were in those counties where 
wages were the highest, and, he attributed this to the 
circumstance that in these counties there were better and 
more skilled workmen. If therefore the English agri- 
cultural labourer becomes properly^ educated, it maj be 
found that the productiv<?ness of^the land is as muAih 
increased as if an important addition had been made to 
its natural fertility. Education also produces a most' 
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ided improvement in the moral character of the work- book i. 
an. If workmen are dishonest, the loss which is in- 
rred is in no way represented by the amount of pro- 
perty which may be stolen ; if reliance cannot be placed 
upon labourers, they must be superintended and watched, 
ai*d thus the^^ labour is rendered less productive, because 
a pertain portion of the wealth which is produced has to 
be paid to overlookers and others who would not be re- 
rtpured to watch the labourer if complete confidence could 
be reposed in him. Thus if one overlooker is required to 
superintend the labour of twei^ty men, and if he is paid, 
as he probably is, twice as high wages as the ordinary work- 
men, it is obvious that the amount paid in labour for tlJe 
production of a certain commodity is just one-tenth ipore 
than it would be, if it were not necessary to employ the 
overlooker. If therefore his services were dispensed with, 
the productiveness of labour would be increased ; and this 
would render it possible either to cheapen th(^ commodity 
to the cohsurner, or to make an addition to the profits of 
the employer and the wages of the labpuref. The produc- 
tiveness of labour depends uj)on a great variety^of other 
personal (qualities possessed by the labourer. Inttunperance, 
for instance, makes a labourer less able to do his work, and 
his labour is sure to be more irregular. » 

The productiveness of capital may be estinuft»ed by the r/w pro- 
amount of wealth which is produced by the application of 
a certain quantity of capital. Capital is, of course, capabl^i capital 
of producing more wealth when it employs efficient labour 
and is applied to fertile land ; but there are certain cir- 
cumstances which tend to make capital more productive, 
whether the land and labour ^re good or bad. Every j n u af- 
improvement in any of the processes of industry makes j fected by 
capital more productive. Without, the assistance of the 
steam-engimj, the capital at the present time existing in industrial 
the country would not imffice for the production of more processes; 
than a small portion of the wealth which is now annually 
produced. Machinery causes a greater quantity of wealth 
to be created with the assistance of a smaller amount of 
labour and capital. !l^t the productiveness of capital is 
liopularly estimated according tb a different standard ; for 
capital is conceived to be productive when the profits 
obtained by the capitalist are large. For instance, a farmer 

F. M. D 
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previous to the present period of agricultural depression, 
might have said: — It is true that in consequence of the 
advance in agricultural science more produce is grown 
upon a farm now than a few years since ; but the rents 
which the farmers pay have increased ; and therefore the 
profits of the farmer are not larger now than formerly. 
His capital, therefore, gave him no greater return, and he 
might for these reasons have considered that the pro- 
ductiveness of capital had not increased. This, no doubt, 
might have been the case, as far as the farmer himself 
was concerned ; but the productiveness of capital depends 
upon the amount of wealth produced, and not upon the 
pWticuIar manner in which this wealth may be distributed 
amqpgi^t the different parties who have a claim to be 
remunerated. The laws which determine the relative value 
of the remuneration received by landlords, capitalists, and 
labourers, will be explained in those chapters which treat 
of the distribution of wealth. 

Hitherto, the gi’eat social and economic importance of 
securing the ^eatest efficKMicy of labour, by giving the 
labourer some pecuniary interest in the work in which he 
is employed, has been most ‘'imperfectly understood. The 
relations between (‘inployers and^ employed will never 
become satisfactory until they are more united by the 
bonds of n^utual interest. Toq many of oui* labourers pass 
a life of hopeless drudgeiy; they in no way share their 
piaster’s prosperity. ** In some of the succeeding chapters 
of this work, the great advantages of co-partnership and 
cooperation will be shown ; for it will be explained that 
under such systems not only has the^labourer been socially 
and morally improved, bi\^ capital and labour have in this 
way been rendered more productive, by calling forth the 
highest and most skilled eiffbrts of the labourer. Improved 
relation? between employers and employed night render 
unnecessary a great proportion of the present large outlay 
upon wages of superintendence, which, as above explained, 
so seriously diminish the productiveness both of labour 
fend capital. 

As yet only^ the general causes, on which the produc- 
tiveness of land, labourj'^and capital depend have been 
mentioned. Some of the more special means by which 
the efficiency of the three agents of production may Ite 
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ea^ad must new be considered. As a first example 
will refer to the striking illustrations (nnployed by 

Sam Smith, which demonstrate the advantages derived 
from the division of labour. A pin passes through about | 
eighteen processes. The metal has to be drawn into 
:wire, the wire has to be cut a proper length, the end 
sharpened, the head must be made and fasteuecl to the 
pin, the pin must be burnished and then properly packed. 
The most skilled workman could not make more than 
twenty pins per day if he had himself to attend to all 
the processes through which the pin passes. But when 
the labour of pin-making is divided, the various processes 
being performed by different workmen, ten workmen wfll 
make 50,000 pins in a day. Without division of labour | 
the ten workmen would only make 200 pins per day, and | 
thus -it would appear that in this east' a proper division of 
labour increases its productiveness mort^ than two hun- 
dredfold. Other examples, even moi'o striking than the 
one just quoted, might be readily selected. M. Say says 
that, in the manufacturing ^f playing Cards, there are 
seventy-two distinct opiirations. When these operations 
are appropriated to different* workmen, 15,500 (‘ards have 
been made in a (lay W thirty workmen; l)\it if a single 
workman had to perform all the operations himself, Jie 
v/ould not make more th^ii one or two cardft pei' day. 
The increased efficiency which is thus conferred upon 
labour is, according to Adam Smith, ^ue to three causes : ^ 

1. The increase of dexterity in every particular workman. 

2. The saving of the time which is commonly lost in 
.passing from one speejies of work to another. 

3. The invention of a great pumber of machines which 

facilitate and abridge labour, and enable one man to do 
the work of many. • 

The grea^st influence no doubt is produccxl by*th(‘. first 
of these causes, namely, the increase of d(‘xterity of the 
workman. The effect of Continuous practice in performing 
both mental and physical operations is most strikingly 
exhibited in the increased quickness obtained. By prac^ 
tice the eye and hand may learn to work in* perfect unison, 
Ip^nd the hand and ey^ are made to obey with intuitive 
quickness the behests of the will. The glass-blower ap- 
pears to give a casual glance at a denjanter, wishing to 
^ p2 
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make one like it. He places some molten glass upon 
his blow-pipe, and after a few minutes of blowing and 
twisting a decanter is made, and between it and its 
model the nicest eye can detect no difference in size or 
shape; yet science can scarcely analyse or explain the 
marvels of this extraordinary handiwork. No rule but 
the eye has been employed to measure, the eye looks at 
the decanter, and the hand is thus directed. The shape 
of the decanter is produced by a combination of different 
forces, which the most refined analysis of the mathema- 
tician could scarcely investigate; there is the force of 
expansion caused by the blowing, and centrifugal and 
other forces are brought into action by the twirling and 
twisting. Many of the operations of industry need a 
dexterity which can only be acquired in childhood; the 
pliant fingers of youth must be moulded to the work. 
When, therefore, the distinct operations of any industry 
are performed bv different workmen, then each of these 
operations may become a separate trade, for which men 
may be separately trained. ^ If all the processes of pin- 
making nvere performed by one man, he would not have 
sufficient practice to acquire the reqiysite dexterity in 
any single operation, and, thercifo^e, if there was no di- 
vkion of labour in pin-making, all the labour employed 
must be, Comparatively speaking, unskilled, and conse- 
quently very inefficient. • The precision and quickness 
liequired by practice are not in any way confined to the 
mechanical operations of trade. What can be more extra- 
ordinary than the precision and quickness of the accom- 
plished and practised musician ? If the theory of violin- 
playing is explained, it se^ms to require a skill beyond the 
reach of man. The fingers appear to move with careless 
rapidity over the strings,# yet the accuracy of each note 
depends* upon the string being touched with^the strictest 


lorrectness at some particular pc^nt. 

Another advantage results from the dexterity of the 
superior workman, for he will use all the materials em- 


*ployed with the greatest possible economy; nothing is 
wasted by his blunders or mistake^ 

Later writers on political economy, and amongst them, 
in particular, Mr Mill, consider that too much importance 
has been attributed to the second of the three causes 
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&hich, according to Adam Smith, explain the increased 
fecioncy of labour when the distinct operations of indus- 

are properly apportioned amongst the workmen em- to another 
jbloyed. A great deal of time is undoubtedly wasted if a saved; 
Iworkman has often to pass from one species of work to 

S mother, and this waste is of course obviated when a 
abourer can steadily keep throughout the day at the same' 
kind of work. But Adam Smith exaggerates the nature nUhouyh 
and the amount of the advantages which may be thus 
secured, and omits to notice some counterbalancing dis- 
advantages which may very possibly occur. Adam Smith exafttie- 
says, ''A man commonly saunters a little in turning his 
hand from one employment to another. When he first 
begins the new work he is seldom very keen and hearty ; 
his mind, as they say, does not go to it, and for some time | 
he rather trifles than applies to good purpose. The habit 
of sauntering and of indolent careless application which is 
naturally or rather necessarily ac(piired by every country 
workman, who is obliged to change his work and his tools 
every half-hour, and to applyhis hand in twemty different 
^ays almost every day of his life, rtmders hirA almost 
^ways slothful sqid lazy, and incapable of any vigorous 
lppli('ation even on th|3 most pressing occasions.” There 
B nothing in this passage absolutely incorrect; it *is, 
lowever, truth’ overstated. Each of the cirCu instances 
aentioned by Adam Smith produces some of the influence 
e describes ; but his remarks woul(f seem to prove that 
,11 those whose employments are various must be sloth- 
ful and indolent, while the reverse is often the case ; 
labourers frequently become quicker and more intelligent 
when the monotony of their employment is relieved by 
some variety. Waiters in large establishments are pro- 
verbially quick in their movements, and yet before they 
finish one thing they are often called upon to do a dozen 
different things. Gardeners are generally extremely in- 
telligent, and yet there is the most constant variation in 
their employments. Before machinery was so largely used 
in agriculture as it is at the present time, the work of the 
agricultural labourer ^was far more monotonous. There 
I are many labourers still living, *who during twenty yeai’s 
their life spent ten hours a day during ten months of 
Hhe year iq^ thrashing with the flail. Such a labourer might 
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his life as a machine, and it was impossible that an active 
intelligence should be preserved through such an ordeal. 
Th^ inven-^ The third advantage which arises from the division of 
^ enumerated by Adam Smith, is “the invention 
perhaf^yu- ^ great number of machines which facilitate and abridge 
cilitated; labour, and enable one man to do the work of many.” 

There is some ambiguity in Adam Smith’s conception of 
the causes which influence the invention of such machines. 
Returning to our original example, each of the workmen 
employed in pin-making jhas his attention concentrated 
upon some distinct operation of the manufacture, and it is 
therefore maintained that he will be more likely to suggest 
soiui) improvement in the particular operation in which 
he is constantly engaged, than would another workman 
whose attention is distracted by a great number of the 
processes of pin- making. I^he supposition maybe verified 
by some striking instances. The boy whose only employ- 
ment consisted in opening and shutting the valve of a 
steam-engine invented a self-acting apparatus, which had 
not suggested itself to Watt and other accomplished me- 
‘ • chanicians. The spinning-jenny and the ngiule were invented 
but this is by working men ; but there is no general principle which 
doubtful as regulates the inven tion of machines of industrial u se fulness ; 
yrhic?})!’. mosf important mechanical improvements have been 

suggested by those who peirhaps for the first time may have 
.watched the operations of a particular industry. Novelty 
has often been the prompter of an invention, and improve- 
ments in machinery have often, as it were, been forced 
upon a trade. The practical advantage of the steam 
thrashing machine was proved long before the farmers 
could be generally induced to use it. Routine has often 
so dulled the minds of those who are employed in some 
special industrial operation, that they are reluctant to 
understand that any improvemt^t in the processes of a 
particular industry is required. 

The incen- Although division of labour may not be so entirely the 
nm^hines mechanical inventions as is sometimes supposed, 

Itowever/ yct there can be no doubt that ^ mechanical invention 
facilitates almost always induces a gfeater division of labour. When 
vision of machine is at work there are various operations per- 
lahour. ! formed by it which must be separately attended to. The 
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.Machinery employed in a cotton-mill regulates the extent 
to which the division of labour is carried : for every pro- 
cess through which the cotton passes, from the time it is 
cleaned until it is woven into cloth^ must be separately 
attended to, and thus, division of labour is enforced by 
the application of machinery. The introduction of new 
machinery may necessitate a much greater division of 
labour. Boat-building has not hitherto required any great 
division of labour. A most ingenious machine, however, 
has been invented by an American, Mr Nathan Thompson, 
by which a boat may be' completely built in a few hours. 
If boats are thus built, the nature of the machine will 
exactly deterinine to what extent division of labour will 
be henceforth practised in boat-buildiiig, for thc^distinct 
operations performed by the machine must be attended to 
by a certain number of workmen. 

Mr Babbage pointed out a most important advantage 
resulting from the division of labour which was altogether 
omitted by Adam Smith. Our former example will most 
clearly illustrate this advantage. The labourers who are 
employed in the various operations in pin-making receive 
wages which vary greatly. Boys can fasten on the heads 
of the pins with as much facility as men ; girls can sort 
and pack the pins witfi great rapidity. Some of the otl^er 
operations of ^Mn -making,, such as drawing tlu'. wire and 
pointing the ends, are performed by highly trained and 
very skilled labourers, and consequently the remuneration 
received varies from four pence -halfpenny to four shillings 
per day ; and in oth(*r branches of industry there are eveui 
greater differences tjian these. Mr Babbage states that 
the various parts of which a w^itch is composed employ a 
hundred distinct trades, and the skill retpiired iti some of 
these trades is much greater ih^n iii others. A watch-ease 
is, comparatively speaking, a simple article to make, ^whilst 
on the other hand, some of the parts on which the accuracy 
of a chronometer depends, must be so delicately adjusted 
that only very few workmen ever acquire the refined skill 
which is needed. These workmen therefore possess a vii^ 
tual monopoly, and qan obtain wages fai' exceeding any 
which are usually paid.^ If theitj were no division of labour 
in pin-making, each, workman who made the pins must 
possess the skill which is required for each of the opera- 
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tions. He must be able to sharpen the pins, and the 
labour of a man who can sharpen pins is, as we have seen, 
worth four shillings per day. Without division of labour 
the workman cannot spend his whole time in sharpening 
the ends of pins ; he will have to devote a portion of his 
time to fastening on the heads of pins, and is then doing 
work which is only worth fourpence per day, thus incur- 
ring the most serious waste. Hence a workman would be 
compelled to produce what was worth only fourpence per 
day when his labour might produce what was worth four 
shillings per day. Mr Babbage has attempted to form 
some e)stimate of the loss which would be thus incurred, 
f(Tr he has calculated “that even supposing a workman 
could make a pound of pins in the same time in which ton 
workmen combining their labour can make ten pounds, 
they would cost in making three times and three-quarters 
as much as they now do by means of the division of labour.” 
A still greater loss would be incurred if the mechanician 
upon whoso skill the accuracy of a chronometer depends 
had to waste his time, and perhaps destroy the delicacy of 
his touch, upon some of the rougher work by which parts 
of the watch are made. Labour is most eiheient in the 
production of wealth when each individual can be employed 
uppn work which is best suited to the skill and physical 
strength which he possesses. Jhe perfection of modern 
manufacturing industry makes such a minute division of 
labour possible, that Che labour which is performed can be 
so apportioned as to suit the capacity of each individual 
workman. 

It has often been remarked that th^ demand for any par- 
ticular commodity places a practical limit upon the extent to 
which division of labour in its manufacture can be carried. 
There are in this country fqw commodities in such a posi- 
tion. Btit to take a hypothetical case ; let it fee supposed 
that a pin manufactory is establisjied in a new colony, the 
population of which is small, li there is such a division 
of labour that ten men are employed in the manufactory, 
there would be made, as has been before stated, fifty 
thousand pins in the course of a day. The colony might 
only have a demand for half of thisimmber ; and hence, . if 
we suppose, for the sake of simplicity, that the colony has 
no export ‘trade, there will be more pins made than are 
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lequirod. The pin manufactory might be closed during a 
pprtion of the year, in order that a smaller number of pins 
iaaght be made. But in order to avoid the loss which is 
Always incurred when a trade is carried on at iiitc^rvals, 
Ric pin manufacturer would probably find it more to his 
1^ vantage to employ a smaller number of men. If only 
Rve were now employed, there would not be so great a 
Bivision of labour, and the labour of the five workmen 
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»rould not be so efficient, for the number of pins now made 
ip the course of the year would fall far short of one half 
pf the number previously mad(^ although only double the 
quantity of labour was then employed. In England there 
are few things which are manufactured at an increased cost 
in consequence of the limited demand existing fd^r them. 
Jf the stereoscope, for example, were only used as formerly 
|pr scientific purposes, and employed, like many other 
iptical instruments, by professors to illustrate the laws of 
^tics, a stereoscope would be far more expensive than it 
p now. The few which would then be purchased in the 
ipurse of a year would b^ made, speaking cornpara- 
S^vely, without any division of labour : it would not be 
Rorth while specially to apply any machinery to the con- • 
Ikruction of stereoscopcis. But the stereoscope has now i 
Recoin e a drawing-room toy, and tens of thousands are • 
Blade every ydar. The pi;ice of stereoscopes ffias conse- 
quently been greatly reduced ;• so many are now manu- 
Bctured, that workmen may be (unployed entirely u\ 
■Dnstructing them ; and each part in a stereoscope may, 
Ke the various parts of a pin, be separately manufactured. 
■lU the advantages ot division of labour can in this manm'r 
Be secured ; the dexterity of t]ie workman is increased : 
machines, too, will be probably invented specially to 
pcilitate some of the operatmns in the construction of 
the stereosc^^pe, and these various operations can* now be 
Ipportioned amongst workmen according to their skill and 
lapacity. The practical result of this is strikingly exem- 
bified in the fact that a stereoscope which now can bo 
iurchased for three shillings could not, a few years sincet 

f obtained for less th^ a pound. 

’ The efficiency of labour as an a^ent of production depends 
much upon the combination or cooperation of labour 
upon its division. Labour may be combined in two 
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V ^ Wakefield as simple and complex cooperation. When 
as division several workmen combine their labour in the same way 
of labour, same thing, it is called by Mr Wakefield 

simple cooperation; and its importance can be readily 
. illustrated. Work has often to be done which re(iuires 
the strength of a great number of men ; a weight may 
have to be lifted which could not be lifted by any one 
man. Without such a cooperation of labour none of 
the works which mark the civilisation of a country could 
have been accomplished ; for unless labourers united their 
strength and skill, bridges could not be built, railways could 
not be made, mines could not be dug, and buildings could 
not Jbo .erected. The assistance which labourers engaged 
in one employment lend to those in another was described 
by Mr Wakefield as the complex cooperation of labour. 
He was the first who adequately explained the most impor- 
tant considerations which arise from such a combination of 
labour. Political economists, guided by the example of 
Adam Smith, had previously almost entirely confined their 
attention to a very subsidiary branch of the subject, namely, 

‘ ” t the division of labour. We have alreg^dy indirectly re- 
marked upon the great extent to \Yhich different employ- 
Case of the mcnts combine to assist each other. The manufacture of 
manufac- cjotton cloffh was mentioned aii an example, to show how 

cotton various are the different classes of labourers who assist in 

cloth. the production of even a simple commodity. We are led 
into endless ramifications in attempting to trace the dif- 
ferent kinds of labour, either directly or indirectly brought 
into requisition, from the time that tha cotton seed is planted 
in the swamps of Georgia until the cloth is woven in the 
looms of Manchester. There are distinct sets of labourers 
employed in tilling the cotton fields, in carrying the cotton 
to the port, in navigating the vessel in which it is shipped, 
in unloading the cotton at Liverpool, and then in trans- 
porting it to the mills of Manchester. All these different 
classes of labourers have been directly engaged in bringing 
the cotton to the place where it is wanted by the manufac- 
turer. It would be vain to atternjpt a complete enume- 
ration of all the differenf labourers who have indirectly 
assisted in bringing the cotton to market. There are the 
shipwrights who have built the ships, the labourers who 
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have constructed the roads along which the cotton is car- 
Wed, and the artisans who have made the tools with which 
the cotton fields are cultivated. 

There is, as it were, a tacit compact between each indi- 
vidual and society in general, that, the commodities which 
he consumes will be produced for him by otluT classes of 
labourers. If there were not confidence that such a com- 
pact would be realised, society would return to its primitive 
type; for each man would have to live un his own plot of 
land, and every commodity which he consumed would have 
to be produced by himself. If.this is done in any country 
to a large extent, the c(.>uiitry must be poor and backward 
Mr Wakefield pointed out the important bearing of such 
considerations upon colonisation. The Phiglish Gov^en^jneiit 
had frequently encouraged a system of colonisation whicth 
tended to impoverish a colony, by impeding this complex 
cooperation of labour. In order to stimulate emigration, 
each family obtained from the Government a certain area 
of land in foe-simpl(% and thus a new colony was dott(?d 
over with the isolated settlements of a great numbc.T of 
distinct families, who lived go widely scattered that they 
could hold but jjlight intercourse with each other. Each •• 
family had, therefore, t^) produce for itself almost everything 
it required. Under these circumstances there co\dd be liitle 
commerce or trade, and the country necessarily rtunained 
in almost a stationary condition. The pt^ople in one stmse 
were not poor ; for the virgin fi.rtiliTy of the soil supplied 
them abundantly with the ordinary nccessaricis of life ; 
but there was an almost complete absence of cooperation of 
labour. One of thesKJ families might poxssess a superfiuity 
of food : there might be some commodity which, in a par- , 
ticular situation, could be easily produced, yet it could not ! 
be exchanged for some other commodity which a family 
might particularly want, and which it might, perliaps, fail i 
to obtain, even by the application of the greatest amount 
of labour. A colony in this condition derives scarcely any 
benefit from such great natural advantages as a genial 
climate, great mineral resources, and vast^ tracts of fertiFc 
land, as yet untilled and imam^ropriated. Therefore, Mr 
Wakefield emphatically insists that a Government, when 
establishing a new colony, ought not to grant to emigrants 
settlements of land, far distant, and widely scattered, 
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without at the same time taking steps to encourage the 
growth of a town population The settlements which are 
granted by the Government ought to be concentrated as 
much as possible, and should, in the first place, be not 
too remote from the towns. There will then at once arise 
a cooperation between the industry of the town and the 
industry of the country. The industry of the town will 
supply the inhabitants of the country with the commodities 
which they found most difficult to obtain ; and the town 
population will have an active demand for the food and 
other natural products which in the country can be raised 
in such plentiful abundance. The efficiency of labour will 
thus be greatly increased ; for, with such an interchange of 
compiodities, a family which could previously do little more 
than supply itself with food from a tract of land, can now 
not only obtain, with the same labour, all the food it re- 
quires, but can also purchase from the town population 
artJ^^es of utility and luxury before unattainable. Such a 
col 01]^; will rapidly advance in wealth ; roads will be made, 
and other industrial appliances will be carried out, which 
will powerfully stimulate theorising commerce. 

It was at first supposed that the gpld discoveries in 
Australia would cripple its agricultpre ; that labour would 
be*drawn from the farm to the gold mine ; that the wages 
of agricultural labourers would ^greatly increase ; and that 
under such difficulties agriculture must decline. But al- 
tiJiough this did in the first instance take place, yet agricul- 
ture speedily recovered in Australia, and has within the 
last few years rapidly advanced. The reason is that the 
gold discoveries caused the town population to be largely 
and suddenly increased, a^^d the food which such a town 
population required was supplied from the agricultural dis- 
tricts. Those who sold the* food could purchase, in return, 
all the products which the commerce of Europe provides ; 
and Victoria has, in a few years, advanced from an aggrega- 
tion of isolated settlements to the position of a prosperous 
country, with all the appliances of the oldest and most 
thriving commercial community. The large yield of gold 
since the gold discoveries is genejplly considered to be 
the source of the increased wealth of Australia. As Prof. 
Cairnes well remarked^ the extent to which the gold 

^ Essays in Political EcoTuomy^ Theoretical and Applied. . By the late 
Prof. J. E. Cairnes. 
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discoveries have enriched Australia can bo measured i* 

by the degree in which she has parted with this gold, v ^ 

tn other words, she has been enriched, not by keep- | 

Ing it, but by sending it away iu exchange for pro- 
ducts from other countries. The gold may have been 
the primary stimulus of h(;r prosperity ; but the gold 
which has been produced most inadequately represents 
the extent to which her wealth has been augmented. 

Not only has all her labour, whether agricultural or 
not, been rendered more efficient by the increased co- 
operation of labour which is. now practised there, in 
consequence of the growth of the town population ; but 
even her land has been nuidered far more productive of 
wealth, because, at an earlier period, much of the^wo^lucc 
which was obtained from it, was not required, and there- 
fore could not be accounted wealth. 

There cannot bo any extensive cooperation of labour Comhina- 
between one employment and another, or betwcien one timofhi- 
district and an<.)ther, unl(\ss the means of communication 
are good. Nothing, probably, has more* contributed to meamof 
perpetuate the poverty and backwardness ol' Itfdia than communi- 
ty^ want of good roads, "fhero, it frequently happens 
that one district can .scarcely lend any Jissistance to an- 
other ; an interchange of commodities, which would * 1)0 
advantageous lo all concerned, is f)ft(ui })reveflted by th(^ 
want of a road. During the ten-ible famine which ra- 
vaged the North-West Provinces, in the year 18G0, ric^ 
which was in one district at the famine price of four 
rupees per maimd of S3 lbs., was selling in adjoining 
districts at less thaji two rupees per inaund. As long 
as such occurrences can take places India must continue 
poor, her resources must remain imperfectly developed, 
and her labour must be comparativoly inefficient. A ! 
village con^munity virtually isolated from the rest of 
India cannot now raisg that produce for which their 
land is best adapted, but must cultivate it with a 
view of supplying themselves with the first necessaries of 
life. Manchester would, no doubt, annually purchase o*f 
India many million pounds* worth of cotton ; but cotton 
will not be produced any large scale until the people of 
India feel that if they grow cotton they will be able to 
pchange it for food and other necessaries. 


communi- 

(Wti^n. 
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The remarks which have been made to illustrate the 
functions of capital, afford striking examples of the complex 
cooperation of labour. An individual may save the fund 
which forms his capital from a groat variety of sources. 
The wealth which he has thus saved, he will probably 
embark in a great number of different investments, and in 
this way assist the labour of those engaged in the produc- 
tion of various kinds of wealth. Part of his capital will 
probably be devoted to the trade in which he is engaged ; 
and he will perhaps deposit the remainder with his banker, 
by whom it would be lent^to numerous traders to support 
them in their business. All commerce, in fact, forcibly 
exemplifies the cooperation of labour, not only between 
different, employments, but between different countries. 
England gathers wealth from every quarter of the world, 
but at the same time she equally enriches the countries 
with whom she trades. 

In an earlier part of this chapter, wo considered the 
increased efficiency given to labour, when the distinct 
operations of ahy industry are performed by separate sets 
of workmen. In this case, workmen who are differently 
» employed combine to assist* each other in the production 
of the same commodity, and hence division of labour is an 
instance of the complex cooperation of labour. We have 
therefore cteparted from scienti^c accuracy in our arrange- 
ment of this chapter, and, partly in deference to popular 
ppinion, have given ^precedence in our remarks to a dis- 
cussion of the advantages of division of labour. Political 
economists following in the stops of Adam Smith have 
restricted the subject of the division pf labour to its narrow 
sense. The reason of thig may perhaps be, that the illus- 
trations used by Adam Smith have made the division of 
labour one of the most popular parts of political economy ; 
and thu% its importance, compared with othej portions of 
the subject, hfis been greatly exaggerated. 



CHAPTER VI. 


PRODUCTION ON A LARGE AND A SMALL SCALE. 


I F we had not feared tliat the hist chapt(ir was bi^corniif^ 
too long, we should not have placed the subject here 
‘propose to discuss in a separate chapter, because the carry - 
jpg out of production on a large and a small scale exerts a 
^ry powerful effect upon the productive powers both of 
pnd, labour, and capital. 

The, comparative advantages of prodmdion on a largti, 
pid production on a small sciale, di*pen<l flpon conditions 
vhich ma.y vary greatly at different times, and in •different 
^ployments. Every extension of machinery no doubt 
tends to give an advantage to production on a large scale. 

the days of hand-loom weavers, litth^ would have be 4 }n 
lained by gatReriug them, together into large* buildings, 
luch as the mills of Manchester. Each hand-loom w()aver 
(worked for himself ; he needed not th? assistance of others,^ 
^nd therefore there was no reason why he should not work 
n his own cottage. But the introduction of niachinory 
^as divided the work which was previously done by the 
feand-loom weaver, into a great jiumber of distinct opera- 
dons Y and in this way machinery renders production on 
i large scale absolutely necessary. But to what extent it 
is advantag^us to increase the scale of production, Vhether 
it is more profitable toj3rect a mill containing 10,000 
spindles, or two mills containing 5,000 each, will be most 
^correctly determined by those engaged in the trade. The 
comparative economy of working large and small mills iff 
sure to be quickly ascertained by the manufactunTs them- 
[ selves ; there can, however, b^ no doubt that a small 
^manufactory will have little chance of competing with a 
barge one, if the small manufactory is not large enough 
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for the efficient working of the most complete machinery 
used in the trade. Again, a small manufactory cannot 
compete with a large one, if in the one there is a less 
complete division o£ labour than in the other. A pin 
factory which employed ten men would produce pins 
at a much smaller cost than a factory in which only five 
men were employed. The labour of superintendence • 
generally forms a comparatively larger item in small 
concerns than in large ones ; for instance, each room in a 
cotton mill may retjuire an overlooker, whether a hundred 
men are working in the room, or two hundred. A steam- 
engine must be constantly watched by an engineer, 
whether the engine is fifty-horse power, or a hundred- 
hor^ie power; but all such questions concerning the 
greater or less economy of business arrangements will 
ultimately bo decided by practical experience. There is 
at the present time a very decided tendency to increase the 
scale of production, and this tendency is particularly shown 
in those vast manufactories and warehouses which 'exem- 
plify the wealth and energy <of Lancashire and Yorkshire; 
hence w^3 must conclude, th£it production on a large scale, 
especially in the manufacturing districts* is rapidly becom- 
ing more advantageous. In fact, wp have ascertained that 
a •cotton mill containing 10,000 throstle spindles can be 
worked wfth a capital of 20,000/., whereas a mill with 
5,000 spindles requires a capital of not less than 11,000/. 

. It was remarked m the last chapter that the extent of 
the demand places a limit upon the division of labour. 
But the extent of the demand influences in a much more 
decided manner the scale on which the production of any 
commodity can be carried on. A very serious loss would 
bo incurred if the demand for any commodity was not 
sufficient to take off all that might be produced by the 
machinery and plant erected for its manufacture. Ma- 
chinery when unemployed is capital lying idle, and the 
workmen when thrown out of employment could only 
be kept together by paying them some portion of theii 
‘wages. This would represent an unproductive employ^ 
ment of capital, but if the labourers were not thus kept 
together, when work w^aS resumed new and untrained 
hands would have to be employed. Machinery also, h 
kept idle, frequently suffers great injury. The^ fluctuatior 
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|i the demand, when it is small, is comparatively much 

E beatep than when the demand is large. 

I Even if production on a large scale is very advan- 
|igeous, production on a small scale, may still be very 
uch practised. Let us again use our previous example, 
nd suppose that a cotton mill containing 20,000 spindles 
,n be worked at a much cheaper rate than one containing 
,000 ; but a capital of nearly 40,000/. may perhaps be 
^uired to work a mill with 2u,00<) spindles, whereas 
capital not much exceeding 11,000/. woidd probably 
lufifice for a mill with 5,000 spindles. The number of 
pidividuals who possess a capital of 40,000/., and who 
ire willing to invest it in a cotton mill, is very limiteef, 
ind therefore there can only be a limited nunU^ei; of 
Qflills with 20,000 spindles. These mills may not suffice 
io spin all the cotton for which there is a demand, and 
^ereforc other and smaller mills must be worked. It is 
^ruc that the small mills could not remain open if they 
|iad to compete with an unlimited number of large mills; 
but as the number of these ^is virtually 'restricted, the 
^mall mills may be still worked at an advantage, Jflthough 
|he profits obtained by tl^ese mills may fall far short of 
Ihe profits obtained by the larger ones. Large capitals 
'bus obtain an advantage, and possess as it were a m«- 
opoly ; we shall treat this giubject at considerable length i 
1 our chapters on profits. 

It may naturally be supposed fliat, in a wealthy, 
ountry like England, production on a large scale when 
dvantageous will never be restricted by the causes to 
rhich we have just ^alluded, for it may be said that if 
he individuals who have suffici^jiit ca])ital to work large 
tiills are limited in number, there will be no difficulty in 
uthering together the requisites capital by means of joint- 
took companies, and that such companies will avail them- 
elves of the advantages ^f a large production, and thus 
Irive the small producers out of the market. But joint- 
tock companies labour under many difficulties: and al- 
hough they secure the advantages of producing on a large*! 
icale, yet in many industrial occupations, joint-stock com- 
panies cannot compete with the* energy of the individual 
irader or manufacturer. With one or two exceptions there 
we no individuals who have capital enough for the con- 
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stniction and maintenance of such works as railways, docks 
and canals; and therefore such undertakings must be 
carried out by joint-stock companies. But if a joint-stock 
company conducts , some ordinary business, it is often 
placed in a comparatively disadvantageous position, be- 
cause the energy and watchfulness are wanting which an 
individual exercises when a business is his own. If com- 
petition is active, a business cannot be successful unless 
all its operations are conducted with energy, and unless 
economy is secured by constant vigilance. In a joint- 
stock company all depends upon the manager or agent. 
The individual shareholders are not sufficiently interested 
lo take any part in the management of the concern. Men 
can very rarely be found who arc as careful with other ^ 
people’s property as they would be with their own. The 
manager of a company may do nothing which is in the 
slightest degree dishonest ; it may be impossible to single 
out any particular instance in which he has neglected to 
do his duty, yet the position in which he is placed will not 
probably call Yorth those qualities which not only dis- 
tinguish the good man of business, but which also cause 
the success of commercial undertakings. If however the 
manager is partly remunerated by a s*hare of the profits 
realised, he will no doubt be stimulated to much greater 
exertion ;4n fact he will be nv^de to feel the same kind of 
interest in the success of the business as if it were his own, 
and many of the disadvantages to which we have just 
referred as impeding the success of joint-stock companies 
will be removed. Joint-stock trading companies have 
frequently failed, because those concerned in their manage- 
ment have not a sufficiently strong pecuniary interest in 
their success. There can be no doTibt that individual 
employers suffer most serious losses from the listlessness 
and apathy of their workmen, although su^h employers 
have the strongest motives to pjevent neglect of work by 
their labourers; the losses however which are thus in- 
curred will be still more serious in the case of a trading 
company, when the labourers are only watched by a 
manager, who is comparatively uninterested. A joint- 
stock trading commny Vould even be more benefited 
than the individual trader, by adopting some course, if" 
it were practicable, which would give the labourers a 
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^ecuniaiy interest in their work, for in this manner the 
energy and skill of the workmen might >^ith greater cer- 
tainty be secured. Joint-stock companies have always 
experienced the greatest obstacles in. retail trades, where 
the transactions are numerous and small. The petty 
details of such businesses seem particularly to rci|uire the j 
energy of individual management. 

The cooperative stores, however, which have assumed 
so much prominence all over the country, especially in 
London and in the north of England, are joint-stock com- 
panies ; the capital is supplied by a large number of share- 
holders. Yet these societies have engaged with the most 
remarkable success in the ordinary retail trades, conducted 
by grocers, drapers, chemists, wine-merchants, coal-uier- 
chants, bakers, butchers, The success of these societies 
not only proves that the disadvantages of the joint-stock 
system have been much exaggeratcHi, but also indicates 
flow the most prominent of these disadvantages may be 
Overcome. The pros[)erity of the, coo[Ka*ative stores is 
Iprobably mainly due to the •rejuly- money* system which 
»ey invariably adopt; the sipallest sum is coiis<^(juently 
Sever lost in bad <Jebts. 

^ It is in every respegt advantageous to a c;ountry, that 
the joint-stock system should be encouraged ; it greatly 
promotes the production of jvealtli. Small capitals which, 
if separately applied, would do little towards the pro- 
duction of wealth, are brought toget^her by joint-stock , 
companies, and accomplish industrial works of th(^ utmost 
importance. A thousand individuals who have saved 100^. 
each, may not have, the time, capacity, or inclination 
themselves to employ the money .in any business. If each 
of these individuals subscribed his lOOZ. to one common 
fund, a capital would be created^ sufficient to work a large 
Mai^chester inanufactory ; they would become proprietors 
and promoters of a gresij} commercial concern, annually 
producing a large amount of wealth, and annually employ- 
ing many hundreds of labourers. 

The relative advantages of largo and smal^ farming have 
long been one of the i^ost controverted points connected 
with the subject of this chapter.* In England, agriculture 
.has no doubt, within the last few years, been conducted 
on a much larger scale than formerly. In the best culti- 
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vated districts of England, each farmer generally rents nc 
less than three or four hundred acres. In many parishe 
the land which is now cultivated by one or two farmer 
was, within the memory of those who are still living, par 
celled into twenty or thirty distinct holdings. We wil 
first point out some of the obvious advantages which aris 
from large farming. The extended use of agriculture 
machinery has been a prominent feature of that grea 
improvement in the cultivation of the soil which has take: 
place during the present century. Forty or fifty year 
since the greater portion pf the corn grown in this coiintr 
was thrashed by the flail ; now steam-thrashing machine 
arc used in every district, and the flail has been almos 
banished; even agricultural labourers rejoice in the changt 
and confess that they would most reluctantly resume th 
use of the flail ; the young men of the present day woiih 
probably not submit to such monotonous work. Stean 
cultivation is each year rapidly extending. A mud 
greater proportion of the farmer s capital is consequentb 
now invested in machinery ihan formerly. A good steam 
thrashing machine costs nearly 400Z. ; small farmers canno 
afford to avail themselves of all this improved and expen 
sive machinerj^. Not only can tl\ey not afford it, but s 
steam-thrashing machine requires for its working some 
thing mote than the resources which a small farm car 
supply ; its working must be attended to by eight or ter 
men ; the corn is taken from the stack by two men, anothei 
man has to feed the machine with corn ; the engine mus 
have an engineer ; the straw must be carried away by on( 
man, and stacked by another; another man must take 
the grain from the macljine, and another again will hav( 
to carry water to the engine. It is true that a great man] 
even of the large farmer# do not now own, but hire, th( 
steam-£hrashing machines which they use ; isuch a plan 
however, is extremely uneconon^cal. A farmer who hires 
such a machine cannot always obtain it at the exact time 
he may require it ; those who let the machine must make 
a profit from^those who hire it, and for several reasons f 
high charge must be paid for th^ use of the machine 
There is the expense 6f taking it from one farm tc 
another ; it is earning nothing when being so moved, anc 
the wear and tear caused by eiragging it along the roads k 
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irory considerable. But a small farmer \vho hires such a 
Inachine is under still greater disadvantages, for he not 
pnlyhas to hire the machine, but must also hire the men 
to work it, since he has not enough jnen in his own em- 
ployment. Men who are hired in this irregular way must 
be paid more than the ordinary labourer, whose employ- 
ment is constant, for they have to sacrifice much time in 
Jtnoving from place to place in quest of this iiTegular em- 
ployment. Such a farmer will not be able to thrash his 
corn at the time most convenient to him ; he must thrash 
it when he can get the engine apd hire the men. 

^ Small farming generally involves small fields; these fields 
will be surrounded by hedges, and must be approached by 
roads, and thiis a great deal of land is wasted ; the jdis- 
advantage of small fields will be greatly increased when 
steam cultivation is introduciid. The steam plough re- 
quires considerable breadth of land upon which to work ; 
at ('very turn that the plough makers, time is lost ; after 
the centre of the field has beem ploughed, the headlands 
will remain to be ploughed separately ;* the labo\ir of 
moving the engine from field to field is consklerable ; 
much time may ^>6 thus wasted, and in fact it has been 
calculated that a steani cultivator would plough a square 
Sold of ton acres in half the time occupied in })loughiug 
two fields of five acres ea(;h, and at two-thii^s of the 
expense. 

Many kinds of labour on a sinalT farm are less pro-, 
j[luctive than on a large one. Thus a fiock of 400 shec]) 
^e(|uire8 nearly as many shepherds as a fiock of 800. 
SEach farm has a carter, whether thci farm is 800 acres, 
or GOO acres. Again, much o^^ the time and energy of 
a small farmer is frequently wasted, for he would often be 
able to superintend his farm (juiiie as well if it were larger. 

These and many other considerations show th*at large 
farming now possesses advantages over small farming, and 
that these advantages are destined to become more decided 
as the use of agricultural machinery is extended. Under 
large farming, labour can be made to work with greater* 
efficiency ; capital can ie applied with greatiT effect, the 
most complete raachiimry can be used, less land will be 
wasted in useless hedges, and thus large farming tends to 
imake labour and capital more efficient. 
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BOOK I. Xhe advantages which have been here attributed to 
V V large farming mainly refer to the cultivation of corn and 

Advanta- the breeding of sheep. In the growth of various other 
rfesof amin products, and especially in dairy farming, many most im- 
jarmnifl, p^rtaut advantages are associated with small farming. A 
traveller on the continent must have remarked that the 
vine, and other such products which require great care, it 
may be almost said tenderness, in their cultivation, are 
most frequently grown by small farmers; the reason of 
this is, that the cultivation of products recjuiring such 
watchfulness and skill coujd not be trusted to the careless 
apathy which so frequently characterizes the hired la- 
bourer. It is seldom that anyone but a mother will 
bes^pwvthe tender care an infant needs, and the vine will 
be seldom properly cultivated except by one who has that 
interest in it which can alone be derived from the feeling 
of ownership. Even in England there is a similar advan- 
tage associated with small farming ; for all the operations 
of a small farm may be attended by the interested watch- 
fulness of the farmer himseJf, and this advantage is more 
prominently shown in those ^farming operations which re- 
• quire great care. A dairy, for instance, needs a constant 
attention which the large farmers of the present day have 
not time or inclination to bestow; hence, if there is a dairy 
attached 1?o a corn or sheep form, the large farmer will 
generally upderlet his dairy; the farmer supplies all the 
.food for his cows, anfl the person to whom the dairy is let 
has every motive to give his whole and undivided atten- 
tion to those minute details upon which the success of a 
dairy depends. Again, English farmers seldom are willing 
to give the time and attention which the profitable rearing 
of poultry for the market requires. In France, on the 
contrary^ the farmer depends upon his poultry for no incon- 
siderable portion of his profits ; and the exto^it to which 
this branch of industry is cultivated is proved by the fact 
that England annually purchases from France eggs to the 
value of more than 1,300,000?. 

* The question of large and small farming is often incor- 
rectly confuseS with the considemtion of small landed 
properties. This subject Vill be discussed in some of the 
succeeding chapters of this work. 



CHAPTER VTT 

ON THE LA.WS WHICH DETERMINE THE INCREASE OF 

productkIn. 

W E have in the two previous chapters discussed some book i. 
of the causes wliich determine the productiveness ^ ch. vii. 
land, labour, and capital ; we have shown, for instance, conditiom 
Kow the productiveness of land may be increased by good of an in- 
■systems of farming, and how the efficiency of labour and 
capital may be promoted by machinery and by a proper ^o/weahT, 
combination of labour. But i&the land, labour, and capi- 
tal of a country are in the most efficient state of produc- 
tiveness, the prodijction of wealth can only be increased 
by increasing cither the land, labour, or capital ; for if, 

^hen the land in cultivation is in the highest state qf 

t illage, more produce from ^;he land is required, it must 
►e obtained by bringing a greater area* of land under 
bultivation. Again, if all the labour Vhich is employed 
is in the highest state of efficiency, a greater (piantity 
3f wealth cannot be produced unless the labour of the 
country is in some way increased ; similarly, if the capital 
existing in a country is applied t^ the greatest advantage, 
and if it supports the greatest number of labourers it 
is capable of doing, more labc^ur cannot be employed, 
and as a consequence more wealth cannot be prt)duced, 
unless the capital of tljp country is in some way in- 
creased. Hence the laws which separately regulate the 
increase of land, labour, and capital, are the laws which 
combine to determine the increased production of wealth. 

We therefore intend ip this chapter to discuvss the laws 
on which depend the increase 6f land and labour ; the 
next chapter will be devoted to a consideration of the 
laws which determine the increase of capital ; and there- 
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fore the two chapters will complete our investigations ct,( 
cerning the laws which combine to regulate the iiicreiti.^ 
production of wealth. 

The area of each^ country is limited, but, nevertheless, 
each country possesses much land which is not cultivated. 
It would, therefore, seem that, as far as the production of 
wealth is concerned, each country has the power of increas- 
ing the area of its cultivated land. But land sometimes 
remains uncultivated because it will not pay the expense 
of cultivation ; if this is so, it would appear that the area 
of cultivaticn cannot be, extended, because no individual 
would be willing to cultivate land at a loss. In explaining 
what will take place under such circumstances, we shall 
introduce to our readers some of the considerations upon 
which depends the theory of rent, a theory perhaps the 
most important in the whole range of economic science. 

As a general rule, that land which is uncultivated 
remains in this condition because it will not pay to be 
cultivated. Whenever, therefore, fresh land is brought into 
cultivation we* must suppose that something has occurred 
which will cause the land to pay for cultivation better 
than it did before. Agricultural improvements have fre- 
quently enabled land which was before unproductive to 
p^ay a considerable rent. Thus, the present fertility of 
Norfolk ia in a great measure^ due to the introduction of 
the turnip ; thisr root enabled large flocks of sheep to be 
kept, which have fertilised what was before a poor soil. 
Much of the rich fen. land of the Isle of Ely, which now 
yields a high rent, was fifty years since a worthless marsh. 
In these cases the productiveness ,pf the land has been 
increased by special improvements. Cases, however, have 
. frequently occurred, where more land is brought under 
! cultivation, not in consequence of agricultural improve-' 
ments, ‘but because there is a greater deipand for the 
produce which is raised from th^ land. If the population 
of a country increases, its people will reejuire a greater 
quantity of food; and this food must, in the absence of 
‘ foreign importation, be obtained either by making the land 
which is alreddy in cultivation njore productive, or by 
extending the area of cultivatiofi. If at the time this 
increased demand for food arises there are no particular 
agricultural improvements to be suggested, the enlarged 
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demand must be supplied by cultivating more laud ; but book i. 
as this land did not previously pay for cultivation, and , . 

as it would not now be cultivated if it did not pay for 
cultivation, it follows that the value^ of agricultural pro- 
duce must rise in order that the farmer may realise an 
adequate amount of profit. Since land previously untilJed 
is now supposed to be cultivated, the production of wealth, 
as we have before remarked, is increased in coiise({uence 
of the greater demand which has taken place for food. 

It is not alone the land thus brought into cultivation 
which is made more productive, but all the land of the 
country becomes more productive^ of wealth ; for although 
there is not a greater quantity of produce raised frofn 
it, yet the value of the produce is enhanced by^the in- 
creased demand for food. All the effects here attributed 
to an increase of population are strikingly exemplified in 
the progress of a prosperous colony. No one can doubt 
that many of the great natural pastures of Australia, 
which now pay scarcely any rent, will in the course of 
time be cultivated and repj-^ed as valuaii)l(^. agricultural 
land. Within the last few years the area of cultivation in 
Australia has rapidly extend(?d. From 1851 to 1861 the , 
population of Victoria increased from 80,000 to 500,000 ; 
in 1886 it was more than 1,000,000. The increased qujjn- 
tity of food wh'lch is now cpnsumed in Victoria*has caused 
more land to be brought into cultivation; the value of 
agricultural produce must conscipi^ntly have risen, be- 
cause land which is in cultivation now would not have 
repaid its cultivators when the population of Victoria 
was so very much .^nailer. 

Although it has thus been shown that the value of As the 
agricultural produce must rise when the demand of a 
larger population causes mor^ land to be brought under 
cultivation,* yet it will assist the reader, if the* primary productive 
causes are explained upqji which this rise in value depends. 

Every country possesses land which varies greatly in pro- 
ductiveness. In estimating the productiveness of any par- 
ticular land it is necessary not only to consider the fertility 
of its soil but also it^ accessibility, or, in bthor words, its 
convenience of situatidh. Some of the most fertile land in 
the world is so remote from any population which requires 
its produce, that its cultivation would prove unremunera- 
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tive, and therefore it may be regarded as unproductive of 
wealth. Confusion frequently arises because a productive 
soil and a fertile soil are regarded as synonymous expres- 
sions. In an econpmic treatise, however, it must be 
always carefully remembered that not only fertility but 
also convenience of situation are included when the term 
‘ productive ’ is applied to land. 

Bearing these remarks in mind, it is evident that the 
productiveness of land varies inversely witb the quantity 
of labour and capital required not only to raise a certain 
I amount of produce, but also to bring the produce to the 
situation where it is required. The most fertile land, if 
e:itremely remote from the population which is willing to 
purchase its produce, is frequently unproductive, because 
; of the great expense which cost of carriage would involve. 

I As population increases, unless the additional food re- 
j quired can be obtained either by foreign importation or 
j by improved agriculture, the area of cultivation is ex- 
j tended, and less productive soils must be resorted to ; or, 
j in other words, land is gradually brought into cultivation 
! which does not return so much for the labour and capital 
j expended upon it, as land which was previously cultivated. 

I Hence the production of wealth cannot be indefinitely in- 
j cre^ased, because the returns to labour and capital diminish, 
j as it becomes necessary to resort to less productive land, 
i This principle forms the basis of Ricardo’s theory of Rent, 
or as it is sometimes 'called, the theory of diminishing pro- 
ductiveness. 

The proposition just enunciated suggests an obstacle 
which more or less impedes the continual increase in the 
production of wealth. Tlje reader, for several reasons, 
finds it difficult adequately to appreciate the magnitude of 
the impediment which in (tnany countries is thus placed 
upon thef production of wealth. It will be no^^essary fre- 
quently to recur to this subject ; few more remarks may, 
however, be here made upon it with advantage. It may 
be thought that although less productive land requires 
ttiorc labour and capital, yet the general value of agri- 
cultural produce will be but slightlj^ affected. For it may 
be urged that the productiveness of the land which was 
previously cultivated will not in any way be diminished, 
on account of the more expensive culture required by 
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pie less productive laud, which is now resorted to. A por- i. 

lion only of the produce which is raised from the land will v 
•equire a grep^ter outlay of labour and capital, the produc- 
dveness of all the remaining land will, be unchanged, and 
lence it may be argued that no serious impediment can 
3e caused to the production of wealth. We must rt'.peat, 
ihat when an increased demand for food brings less pro- 
iuctive land into cultivation, this food is obtained at a 
greater cost of labour and cajatal, and therefore food 
becomes more expensive. But the value of wheat of the 
^ame quality does not vary, wben brought to market, 
iDCcause one sack of wheat has been produced at a greater 
3ost than another; of course this is a matter of no considera- 
don to the purchaser, but simply to the growers of.whyat. 

If, therefore, it is necessary that the pric(' of wheat should 
rise, in order to make the cidtivatioii of inferior land 
remunerative, the price of all the wheat grown must rise 
in a similar manmu^ and food consei^uently bi'c.onujs more 
3Xpensive. If by these? causes the price of wheat is raised, 
it is manifest that the farmei's who eidtfvate the? more 
productive land must derive great advantage, 4)e(?ause 
Ehe produce whicl\ they obtain does not n‘(pure moi’e la- 
bour and capital, and yet, its price is materially incrc?ased. 

The farmers, however, (?annot in th(? long run appropriaU? 
this advantage {o th(?ms(?lv(^s, as the landlords stfeun^ it in 
the form of incr(?«ased rent. A further discussion on this 
branch of the subject would involve an explanation of tlu? , 

(theory of rent; and this theory does not properly belong 
to the production, but to the distribution of wealth. 

The important proj^^sition we wish to establish concern- 
ing the production ol‘ wealth is Jhat an incr(‘ased demand 
for food has a tendency to make food more expensive, and 
as such an increas(»d d(?mand i» almost always caused by 
an increaseA population, we may (munciate the jTrineiple 
thus: that as population ^tdvanccs, food has a tendency to Political 
become more expensive. In the enunciation of this prin- 
ciple, we have employed the word tendency. Wc believe \}iltenden- 
that an example may be thus afforded, which will illustrate" cy of cer- 
the great importance q{ enunciating alrnosJ all the prin- 
ciples of political economy, as everting tendencies, rather ^thel^ac- ’ 
than as producing immediate results. This has not been tuai imme- 
sufficiently^ recognised, and consequently the progress of 
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political economy has been greatly retarded, and much 
prejudice and incredulity have been raised in the minds of 
practical men towards the conclusions of this science. In 
mathematics a force is measured by the effects which it 
has a tendency to produce, i.e, which it would produce if 
not counteracted by other forces. The force of gravity is 
estimated by the space through which the body would fall 
in a second of time, if it was acted upon by no other 
force ; this space is sixteen feet ; all bodies, however, do not 
so move, although every particle of matter is acted on by 
the same force of gravity.^ A feather floating in the air is 
attracted by the force of gravity, and yet it does not fall 
through sixteen feet in a second of time ; the feather does 
not fall through this space, because its downward motion 
is retarded by the resistance of the air. Although the 
force of gravity is thus partly counteracted, it is not 
cither destroyed or rendered nugatory ; its effects may 
appear to be different, but the force of gravity always 
exerts a tendency, whether the tendency be counteracted 
or not, to make a body mc^ve through sixteen feet in a 
second of time. It would be very unreasonable to assert 
that the theory of mechanici was erroneous, because other 
forces intervene and modify the effects attributed to the 
action of a certain force. The distrust which is sometimes 
shown towards the principle's of political economy is 
equally unreasonable ; these principles attribute certain 
effects to certain caAses, but the effects will be altered, if 
*the causes are modified; these causes, like the forces in 
mechanics, are often affected in their operation by many 
disturbing agencies. For instance, tjie principle has been 
enunciated that the tendency of the increased demand of 
an advancing population is to make food more expensive. 
Political economy however.is not in error, because circum- 
stances vnay occur which will counteract this tendency ; 
we are all aware that this tendeijcy towards higher prices 
has been and may be again counteracted ; that agricultural 
improvements, for instance, have often been introduced, 
'which have enabled the increased wants of a larger popu- 
lation to be supplied without any rjse in the price of food. 
The population of the United Kingdom increased 8,000,000 
between 1841 and 1881, and yet the price of wheat was 
lower in 1881 than in 1841 ; but this fact does not falsify 
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principle above enunciated. The circumstances which 
iave prevented a rise in the price of wheat are patent 
;o all. Before 1848, wo were in a great degree restricted 
.0 our own soil for our supplies of .com. >tow we an^ 
reely permitted to purchase wheat from any country 
vhich offers it for sale. As many a^-t fifteen million 
quarters of wheat are often imported in one year ; and as 
bhe means of communicathm improve, the area from which 
we draw our supplies is constantl}' extended ; thus wheat 
IS now sent in considerable quantities to England from 
California and Australia, and eyen such a remote region 
as the Punjab exports wheat to us. The influence there- 
fore of free trade and improved means of transit has 
been analogous to that which would have been pxerted 
if a tract of fertile land had been added to the culti- 
vable area of this island. Supjiose that, in consequeiujc) 
of the great abundance of fiTtilc land in the valley of 
the Mississippi, wheat grown thtire could be sold in our 
markets at a less price than would adequately remunerates 
the English agriculturist if hc^gri'W wheat *on many of the 
leas productive soils in Englg>nd. Under these • circum- 
stances the valley of the Mississippi woidd, as far as the 
supply of wheat is concerned, serve Eiigland the same 
purpose as if a tract of fc'.rtilc land could be added to l^r 
shores. We are quite re«‘vly to admit, that the effects 
attributed by political economy to one particular cause, 
seldom occur with strict exactness; suth perfect conformity^ 
could not take place unless the cause acted alone, and this 
is very rarely the case ; the practical utility of political 
economy however is %not for this reason lessened, for the 
science demonstrates that certayi results must ensue, if a 
counteracting influence does not come into action. We 
will illustrate our meaning by. referring to an argument, 
which we believe is unanswerable wlien urged in* support 
of free trade. The popylation of England is advancing; 
if we are restricted to our own soil for supplies, then food 
will be obtained at a greater cost of labour and capital, 
and food must ultimately become much dearer. It there- 
fore becomes most injportant that the fertile soil of the 
whole world should, as* far as jlbssible, be made available 
to supply us with the produce we may require. 

We must next consider how the production of wealth 
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is affected by an increase in the amount of labour'. or, 
in other words, by an increase in the number of the 
labouring population. Labour is increased when it is 
made mor^i efficient;. If a machine is introduced which 
enables one labourer to do the work of six, of course the 
amount of labour in the country is augmented, but this in- 
crease is due to improvement in the efficiency of labour, 
a subject which was considered in the last chapter. We 
must here, therefore, restrict ourselves to a discussion of the 
consequences which result, when an increase in the num- 
ber of the labouring popylation causes more wealth to be 
prodiiced. If a greater quantity of any commodity is re- 
(Juired, a greater number of labourers must be employed, 
unless ^omc industrial improvements are introduced. Sup- 
pose, for instance, there suddenly arose a very active de- 
mand for English cottons in China; a much grtjater number 
of labourers would soon be engaged in cotton man u factories. 
It may be asked. How is the increased number of labourers 
to be obtaincid ? Surplus hands will be drawn from other 
employments, &nd emigration will bo chocked, if there is 
a great demand for labour. If the demand for additional 
labour continues, an increase of })opulation will be power- 
fully stimulated, and the labour required will ultimately 
b^ supplied principally from this source. It is important 
to point o«it in what manner j^n increase of population is 
promoted by an active demand for labour. 

Labour is in deiifhnd when trade is good ; then wages 
are high, and the labourers are prosperous. It is found 
that the number of marriages amongst the poorer classes 
is greater when the labourers are ^^rosperous. There is 
no surer test of the p^sperity of the labouring class 
than the low price of bread, and there are few statisti- 
cal facts better substantiated than that the marriages 
ainongsff the labouring ckiss increase with th^ fall in the 
price of bread. It may be reasonably assumed that wages 
are high when trade is good. Kut from what source arc 
those higher wages supplied ? It must be from the capital 
t)f the country, because this is the fund from which the 
labourers' wages are provided ; t]je circulating capital 
employed in any trade or manufacture must be increased 
if the labourers engaged in it receive higher wages. It 
may be here remarked, that when a trade is active, the 
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rofite arc high, and thus a great inducement is offered i 
) those engaged as employers in the trade, not only j 
) save more, but to apply a greater amount of capital ' 
) their business ; this additional capital is either bor- * 
)wed or is withdrawn from other investments. But now. ! 
aving pointed out some of the sources from which an 
icreased number of labourers will be obtained, we have 
ext to consider how this increased j^opulation will be 
id. Reference has just been made to soine of the 
Durces from which the additional wages paid to the Ja- 
ourers will be supplied when ^an active trade causes a 
reater demand for labour, ijet us suppose, therefore, 
hat when the labouring population has increased, thb 
irculating capital of the country has been proportionally 
ugmented ; but if there is a larger population, more 
3od will be required, and the im))ortant (jiuistion arises: 
Jndcr what conditions is this food to be obtained ? In 
uswering this question we avail oursc*,lv(^s of that prin- 
iple which has bexui stated in th(‘. liist ])art of this 
hapter, namely, that ihero j.s a toiuhnuty for food to 
)ecome more expensive as the. demand (or it increases, 
)ecause less })roductive laud may have to be rc^sorted to, 
he returns from which are not so large in proportion to 
he labour and capital expended upon it. ^ 

The production of an increased tjuantity of wealth re- 
juires a greater number of laboiuers, and when the 
abouring population is thus augInent^d, food will become 
nore expensive, unless the additional food re([uircid can 
)e obtained either by agricultural improvements, or c*an 
)e imported at a C(vnparatively cheap rate from other 
jountrics. All that we have here stated is strikingly 
jxemplihed by the events which have oceurnxl within the 
ast few years, llie trade of tlje country, although it has 
3 een sometitjies checked by periods of depression, •has ad- 
vanced with striking rapidity, and the number of labourers 
low engaged in the nianutacturing industry of this country 
|reatly exceeds the number employed twenty years since. 
The capital invested in our manufactures has even* 
advanced more rapidly than the increastj *of population. 

only are there mor6 labourers, but the wages of these 
labourers have risen very decidedly within the last few 
yeBjrs. Two causes, therefore, have combined to increase 
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BOOK I. the demand for food, namely, a larger population and a 
^ better paid labouring class. But it may be said, political 
economy would predict that, in consequence of such a de- 
mand, all food will become more expensive ; and yet bread 
is cheaper. But as previously remarked, we have now the 
whole world from which to obtain our supplies of wheat, 
and the cost of carrying wheat from one country to an- 
other is comparatively small. There has, however, been a 
most decided rise in the value of those articles of food 
which we cannot with such facility obtain from other 
countries. For instance,, it is so much more difficult 
and expensive to import meat than corn that, although 
\vhcat is at the present time cheap and meat dear, 
more than one half of the wheat we consume is im- 
ported, whereas only about 20 per cent, of the fresh meat 
we consume is imported^ The rise in the price of meat 
which has taken place during the last few years must con- 
tinue with the increase of population, unless by the conver- 
sion of corn land into pasture more meat is produced in 
England, or uiiless some means are discovered of improving 
the present methods of importing fresh meat^. Since, there- 
fore, we are to a much greater extent restricted to our 
own soil for meat and dairy produce, importation has 
n,ot been able to counteract that rise in the price of 
these articles, which according to political economy, must 
accompany the increased consumption of a more nume- 
rous and better paM labouring class ; the result has been 
that meat and dairy produce have become fifty or sixty 
per cent, more expensive within the last thirty or forty 

1 In 1876, Mr James Howard, in a paper read at the Farmers’ Club, 
estimated our aggregate meat supply from abroad at 17 per cent.; [he 
now estimates it (March, 1888) at 2B per cent., or 26 lbs. per head each * 
year for the whole population]. 

“•[The importation of fresh meat from abroad is a branch of trade 
that is rapidly increasing. The impoir^ation of the tinned preserved 
meats is falling off, but the importation of fresh beef, mutton, pork and 
other meats, exclusive of bacon and ham, increased from 1,184,289 cwts. 
5 ,in 1882 to 2,064,261 cwts. in 1886. Good fresh Australian mutton can 
now be bought most large towns at prices varying, according to the 
joint selected, from bd. to lyi. alb.; American beef ranges from bd. to 
a lb. Although home grown fresh meat still maintains a consider- 
ably higher price, yet there is no doubt that the importation just re- ‘ 
ferred to has prevented the price of home grown meat advancing as 
rapidly as it otherwise would have done.] 
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ptrs. In all probability the labouring population will for 
iny years continue to increase; every year therefore a 
eater quantity of food will be consumed in this country ; 
e mode in which this increased supply of food will be 
)tained must mainly determine what will bo the future 
ndition of our labouring population. If the opening of 
)W sources of foreign su})ply and the introduction of agri- 
Itural improvements shoukl (Uiable ai^ increased quantity 
food to be procured without any advam^e in its value, 
,en a larger population may be maintained in an im- 
oved material condition. If on the other hand foreign 
iportations and agricultural improvements should not 
:ert a sufficiently powerful influence to cheek a rise in 
e value of food, as the demand for it increases, j(or^ in 
her words, if resort must be had to less productive soils 
order to supply the wants of an inen^asing population), 
en the condition of the labouring po|Hdation will gradu- 
ly but si-eadily d(‘teriorate. 
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ON THE INCREASE OF CAPITAL. 

r. 

I JJ tjie preceding chapter we have remarked upon some 
of the more prominent conditions which determine the 
increased production of wealth, as far as it depends upon 
an increase of the cultivated land, and upon an increase 
in the number of the labouring population. But larger 
production also requires an increase of capital. It must 
be evident from the remarks we have made upon capital, 
that an increase of capital is as essential to a larger pro- 
duction of wealth as an increase of land and labour. If 
land, for instance, is more highly cultivated, additional 
gapital must be applied to it : and new land cannot be 
brought under cultivation .without the application of 
capital to it. If more labourers are employed, a larger 
fund, in the form of circulating capital, must be devoted to 
pay their wages. Improvements in the various processes of 
industry cannot be introduced without the expenditure of 
capital. Machinery, warehouses, manufactories, railroads, 
ships, all such industrial appliances as these, exhibit the 
various modes in which the fixed capital of a nation assists 
her industry. * 

It h'as been previously asserted as a fundamental pro- 
position, that capital, whether ,jfixed or circulating, is the 
result of saving. Increased capital, therefore, implies 
increased saving ; and hence the laws may be determined 
which regulate the increase of capital by considering the 
causes upon which depends the increased saving or accu* 
mulation of wealth. There are two principal motives 
which induce men to save ; and these are, first, a prudent 
foresight with regard to the future ; and, secondly, a desire 
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PRiake wealth by an advantageous investment. The first 
btive is by far the more powerful. To its action has been 
le the greater part of all wealth which has been saved, 
ut the second motive is the chief cause of fluctuations in 
le amount of a nation’s capital Whether the amount 
’ capital at any time existing in the country is above 
’ below the average is almost entirely determined by 
le profit which it may be thought capital will realise, 
his profit may be estimated by the current rate of 
iterest. But in political economy, as in many other 
dences, the causes which produQe the disturbing fluctua- 
ons require a more careful investigation than those causes 
hose action is more constant and more undeviating* 
he earth when revolving in its orbit is acted on by a grpat 
limber of forces. It is attracte<l by every body in the 
lanetary system, yet these forces combined are almost 
nmeasurably inferior to the force of attraction which is 
serted by the sun. Most important mathematical in- 
estigations, however, depend upon the action of these 
isturbing forces. Similarly, fin political *economy, tln^ 
Sects of the more constant jauses can be readiiy esti- 
uated ; but causei^ more varying in their action introduce^, 
uctuations and disturbances which must bo investigated 
iid classified b^ the scientific principles of political eco 
omy. • • 

As civilisation advances the desire to accumulate wealth 
icreases, and foresight for the future becomes more 
eiieral. The more men^s intellectual and moral faculties 
re developed, the more careful will they be to make a 
easonable provision far the future. The Jesuit missiou- 
ries, who a century since formed a settlement in Para- 
uay, found the great difficulty they bad to contend with 
ras the utter recklessness of the*peoplc. The missionaries 
ave them ^eed. They knew that this seed would, if 
own, in a few months y^eld them a plentiful supply of 
3od, yet they could not be restrained from eating the 
eed instead of sowing it ; the smallest present enjoyment 
iras by them preferred to the greatest prospective advan- 
age. People in sucb a condition can be very little 
uperior to the more intelligent Animals, whose hereditary 
astincts induce them to provide against danger which 
hey may have to encounter. Birds build nests which 
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are most perfectly adapted to protect their young; beavers 
construct their habitations on a plan so admirable that it 
seems almost to rival the skill of man; and even dogs 
collect a store of food to which they will resort when 
pressed by hunger. 

In England the desire to accumulate wealth acts with 
great force amongst certain classes. It is impossible 
accurately to define the causes which regulate the amount 
saved by any individual, but it may be stated generally 
that in England each class of society has a recognised 
standard of living which involves a certain expenditure, 
and the whole of an individual’s income which is in excess 
o‘f this expenditure is usually saved and invested. The 
am9unt which is saved is, therefore, partly dependent at 
any particular time upon the material prosperity of the 
country. If activity of trade or any other such circum- 
stance should increase the incomes of any particular class, 
there would be a larger fund from which savings might 
be made, and more would be saved. Habit has such a 
.powerful infiuence in detea'inining expenditure, that it 
often happens that a man ^oes not spend more, although 
his income may be greatly increased, ^ny circumstance, 
therefore, which tends to augment the wealth of the nation, 
will induce increased saving. 

It may ^Iso be remarked th^it the amount of an indivi- 
dual’s expenditure is to some extent determined by tlm 
,cost of the commoSities which he consumes. The con- 
sumption of some articles diminishes in proportion to the 
rise which may take place in their price. In Madras, for 
instance, when the salt duties were a few years ago raised 
18 per cent., the result w^ an increase in the revenue of 
only 12 per cent. This proved that the consumption of salt 
was diminished by the increase in its price. It was found 
that when the sugar duties were raised beyemd a certain'- 
amount, they did not produce a larger revenue. When the 
price of sugar was high, it was much more sparingly used. 
Such articles, however, as tea and bread, are, in this 
country, almost universally regarded as necessaries of life; 
and the quantity of tea and bread ^hich is consumed by 
those classes who accumulate the Capital of the country, is 
not materially aflFected by a variation in the price of these 
commodities. If, therefore, bread and tea decline in price. 
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he household expenses of the middle and upper classes book i. 
v^ill be diminished, and a larger portion of their income 
vill remain to be saved as capital. We mention this as 
ipplying particularly to the middle and upper classes, be- 
cause tnere is no doubt that our labouring population 
vould gladly consume a greater quantity, even of the 
)rdinary necessaries of life, had they the means of pur- 
jhasing them. If the price of tea is reduced one-half, the | 
abourers will probably continue to spend upon this article i 
is-^nuch as they had previously done; they would spend ; 

upon bread if its price was j’cd need, but the amount ! 
jvHlch they thus saved would not, as a general rule, be in- 
zested by the labourers as capital, but would be applied to j 
satisfy some of the many wants and desires of life, wljich i 
luty had not previously the mtjans of gratifying. The | 
alkmrers therefore are benefited in two distinct ways, by I 
jhe. ciKiapeiiing of any article of ordinary consumption. | 
rhey have, in the first place, to pay less for it when they ; 
pu rchase it, and, secondly, the choa]H‘ning of such a ; 

^'H'oduct has a tendeiury to augment the* capital of the ■ 

C'.nintry, by enabling the mideye and upp(‘r classe?s to in- ; 
crease their savings, and the labourers will recc'ive higher i 
wages if capital is increased. | 

We have, however, before remarked, that the fluctuatiows | Cause,^ <>/ 
,.in the amount of capital which is saved, dcq)end*upon the ?//<> 

nature of the opportunities which present themselves for amount of 
investment. If the profits which cjin be realised upon ^navint/. 
capital increase, a greater inducement is offered to save, and : 
a larger amount is sure to be saved. From such a soui’ce, 
either directly or indkectly, any large increase of capital 
which may be required is mainly supplied. At any par- 
ticjular time there is a certain interest upon capital which 
people expect, and with less they will not bo satisficid. But , 
rt'Will perhaps be said, what docs a capitalist do ^ith his ; 

6^>ital? If he wants 3^ -per cent, interest and can only , 
o|ytain 3 per cent., he will not squander it because ho is 
mjk satisfied with so low a rate of interest; will, therefore,^ 
wealth be saved ? Less, no doubt, will be saved, because ^ 
a low rate of interest qjpFers less inducement to save ; the 
.most important point, however, t6 be borne in mind is that 
'a much smaller portion of the wealth w^hich is saved will 
n;-., ^TTi AT^innf ^ * wTH /r»iniiiiii‘!iii’,rv when the rate 
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BOOK I. of interest is low. England, far more than any other 
country, offers a striking example of the vast amount of 
Foreitjriin- capital which the people are ready to invest, if a favour- 
vestmentH. opportunity presents itself. When the government 

requires a loan, many millions are at once subscribed, with- 
out encroaching in the slightest degree upon either the 
circulating or fixed capital of the country. The loan is 
not altogether supplied from capital which was previously 
unemployed, but England has vast sums invested in almost 
every civilised country. Magnificent as are the tokens of 
England s wealth which surround us on every side, yet our 
manufactories, our railroads, our mercantile marine will 
not give us an adeejuate idea of England’s riches, unless 
w^ reiiun^iber that there are few countries either in the 
new or the old world that are not our debtors. Russia, 
Turkey, India, Australia, Canada, the United States, the 
Republics of South America, all have satisfied their state 
necessities, by loans supplied from English capital. But 
it is not only foreign governments who borrow from us ; 
a vast number of foreign# speculations have been sup- 
ported Hby English capital. ^A considerable number of rail- 
roads throughout the world have beei^ made by Englisli 
capital ; the Grand Trunk Railway of Canada has ab- 
sorbed 15,000,000/. of English capital. The railways, irri- 
gation w^rks, and roads of India have Been constructed 
by English capital, and some of the richest mines in 
South America have been worked by English companies. 
Consequently only a portion of the wealth which is an- 
nually accumulated in England is retained to be invested 
in this country. If, therefore, England requires a greater 
amount of capital to extend any branch of trade or to 
carry out any public work, she can supply an amount 
which is practically unlimited. If, for instance, there' 
were sTich an expansion in our cotton maniafacture, that 
100,000,000/. of additional capitj.1 was required, it would be 
readily obtained, by placing a check upon the investments 
of English capital abroad. The amount of capital, there- 
fore, which is^ applied to the production of wealth in this 
country, does not depend so much^pon the amount which 
is saved, as upon the proportion ^retained by the country^ 
itself of all the wealth which is saved. The relative 
amount of Engrlish capital which is invested at home and 
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broad is regulated by many considerations, the chief of book i. 
hich is the rate of interest which can be obtained at . . 

ome compared* to that which can be obtained in foreign 
ountries. We have explained that the English govern- KcommU 
lent may raise large loans without diminishing the 
apital invested in English industry, the loans being 
hiefly derived from capital which would otherwise have comtrieft 
)ecn embarked in foreign investments. Yet it must be ^^^othere- 
)orne in mind that this remark does not apply to France j^aduTtimi 
md to other countries from which little capital is exported, 
rhus France was congratulated at the close of her war 
vith Germany upon the ease with which she raised succes- 
ive loans, amounting to many hundred millions of pounds, 
fO defray the expenses of the war and to pay the German 
ndemnity. A portion of these vast loans was probably 
aipplied from money which had been hoarded; but a great ' 
portion of them was no doubt obtaiiuni from capital which 
ivould otherwise have been re-emj)loyed in the production 
of wealth. The war had caused, ov(;i‘ a great part of 
France, an almost entire cessaJ;ion of prod fiction. Hence, 
as the war proceeded and as trade dix^lined, there was a 
large amount of capital which had previously been em- 
ployed in productive industry ready at hand to be lent to 
the government to be consumed in war. Even after the 
war was concluded, the in(Jemiiity of 200,()00,QD0i. which 
she had to pay to Germany withdrew a large amount of 
capital from France which might hafe been employed in 
reviving the various branches of industry which had suf-* 
fered so much during the war. i 

It is important to bear in mind that, with regard to the | 
conditions on which depend the increased production of! 
wealth, England, in many respects, offers a direct antithesis 
to other countries; thus, she pogsesscs an almost unlimited 
capital, but Jias very little fertile land at the present time 
uncultivated. In India tjjie chief requisite for the increased India han 
production of wealth is increase of capital ; whereas in 
newly settled countries which possess an abundant supply fahZThut 
of unoccupied fertile land, a larger production of wealths j uttieca- 
chiefly depends upon ^n increase of labour hmi capital. It 
will be readily perceived that, • contrasting England and 
India, the increased production of wealth will take place 
couditions in the two countries. In 
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England capital is readily supplied to assist an increased 
production of wealth. The labourers’ wages will probably 
rise when the industry of the country is active. There 
may, however, be one drawback to the benefit which they 
thus derive. As the area of new soil which England can 
bring under cultivation is so limited, the price of many 
articles of food will rise, in consequence of the larger con- 
sumption of a more numerous and bettor paid labouring 
class. India, in her present condition, has a most abundant 
supply of labour, and the productiveness of her land might 
be greatly increased if more capital were applied to its 
cultivation ; but at the 'present time there seems little 
chance of this increased application of capital taking place 
unless more capital is obtained from other countries. 

It 18 evident, from the previous remarks, that in 
England the great recpiisite for the increased production 
of wealth is a large supply of cheap food. This cheap food 
may be obtained either by importation, by agricultural 
improvements, or by extending the area of land cultivated 
in England, Industry canjiot be for any length of time 
impedecj in this country by any want of labour and capital, 
but in India an increase of capital, both fixed and circu- 
lating, is most essential to a larger production of wealth. 
Ages of anarchy have produced a wide-spread feeling of 
insecurity^throughout India. Individuals have been afraid 
to exhibit their wealth, because it would tempt the rapa- 
city of those who kad the power to pillage their weaker 
‘ neighbours, A great part of the wealth saved was hoarded, 
and it conso(piently performed none of the functions of 
capital. Th# owners of property fplt that it was only 
secure when it could be concealed. If they employed 
labourers, they could not feel certain that they would be 
able to, retain the results of the labourers’ industry. Hence 
we can treasonably anticipate one most benqjicent result 
from England’s rule in India ; for her power, in course of 
time, may make every class in India feel that the rights 
of property are respected. Nothing will more tend to in- 
«crease the capital, and hence the wealth of the country ; 
for when seciftity is given to property there is a great 
inducement to save, and the wealth which is saved, instead 
of being hoarded, will be usefully applied as capital to 
assist the further production of wealth. India is at the 
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eserit time, in some degree, deriving this advantage I book i. 
)m England’s rule. But admitting this advantage, it I 
nnot be too carefully borne in mind by those who arc | 
sponsible for the government of India, that the Indian | 
jople ought not to be compelled to ‘pay too high a price | 
r it. Our administration being necessarily expensive, in ' 
rnsequence of the high remuneration which Europeans 
ceive in order to induce them to reside in the country, 

'^ery care ought to be taken to prevent its being more 
)stly than it need be. 

Although there are so many points of diversity between 
ngland and India, yet, as previously remarked, there, are 
t-her countries whose economic condition differs most 


^sentially from either that of England or India. The 
lain recpiisite for the increased production of \ve‘aUh is, 

I India, an increase of capital, and in England, an in- 
rease of land, or, in other words, an increased supply of 

heap food. In the West India islands, however, there is hi the Went 
n abundance of land and capital, but a giH'at scarcity ol' 
ibour. The decline in the ]jrosperity of tlit'se islands is, abmcUmcc 

II an economic sense, most instructive. Previoivs to the of land and 
iinancipation of the slaves, tRe West Indies possessed all 

he three requisiles of production ; their soil was fertile, labour. 
t was owned by English proprietors, who nmlily supplied 
ill the capital t^hat was re(iuired, and labour wa}> of course, 
lever deficient when vslaves could be freely imported, and 
vheu there was an abundance of mmay with which to^ 

Durchase them. But the abolition of slavery not only* 

Freed the slave, but effectually checked the importation of 
labour. Property in riian was declared to b® illegal, and 
therefore no one would resort to the expense of importing 
labour when he had not the pdwer to retain the services 
of the labourers he imported. The emancipated negroes 
of the Wei^ Indies are unwifling to do as mu«h work 
as when labour was extorted from them. Degraded by 
their bondage, their ,wa^ts are few, and easily satisfied ; 
the rich fertility of the tropics supplies them with almost 
all the food they require, with the exertion of very little* 
labour. Why should they, therefore, constafttly toil ? They 
have few tastes to gratify, and*few wants to satisfy. No 
pne will labour for labour s sake ; the emancipated negroes 
M almost bv the spontaneous bounty of nature, 
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and they «are therefore perfectly contented to live a lazy life 
of repose. Tlie consequence of this is that the production 
of wealth has almost ceased in many parts of the Wes^ 
Indies. The land is as fertile as it was before ; English 
proprietors would only be too glad to supply capital if they 
could find the labourers; but this labour is not forth- 
coming; tlie emancipated negroes are unwilling to work 
and the climate is unsuited to European labourers; the 
production of wealth cannot proceed, and estates, which be- 
fore 1888 were worth 10,000/. a year, are now little more 
than a useless burden tg their owners. It is thus quite 
evident that it is impossible for the West Indies to become 
fhore prosperous without a larger supply of labour. How 
is such a supply of labour to be obtained ? In the first 
place, labourers maybe imported; secondly, the population 
of the islands may increase, and the people may become 
more desirous to labour, as their wants become gradually 
enlarged. Let us first consider the importation of labour. 
Labourers may pass from one country to another entirely 
of their own liccord. Largo numbers of Chinese have 
emigrated , to Australia because they could earn higher 
wages in Australia than in China. They have also emi- 
grated in large numbers to the United States. Australia 
n^.ver took any steps to encourage their coming; their 
presence is, in fact, so much objected to, that an extreme 
measure has been passed, and a poll-tax of 10/. has been 
imposed on every Ciiinaman who lands ; and, moreover, in 
New South Wales and Victoria the owners of vessels are 
subject to heavy penalties if they bring more than one 
Chinese to every hundred tons of<ship burden. If the 
Chinese felt that equal advantages were to be secured in 
the West Indies, no doubt great numbers would emigrate to 
i those islands, and thus supply the labour which is so much 
needed.* It is, however, a singular fact, thatrthe English, 
I the Germans, the Scandinavians, and the Chinese are the 
i only people who freely emigrate at the present day\ Now 
: it is quite impossible for Europeans to work in a sugar 
'plantation under a tropical sun ; if, therefore, the Chinese 
will not resorl in the same way fo ‘the West Indies as 
they have to California and Aus^iralia, the West Indies 


^ The word English is here used, as in other places in this volume, 
/mlT thiR TlTPif.ted crenerallv. 
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innot depend upon a supply of labour from voluntary i. 

[nigration. Such emigration as that of the eoolicjs 
innot be regarded as voluntary. A government votes 

certain sum of money to fit out shiyis which sail to 
le Malay Archipelago. The natives are canvassed to 
migrate, their expenses are paid, and they are promised 
^ork when they arrive at their destination. Large 
umbers of coolies have, in this manner been imported 
0 the Mauritius and the West Indies, but the traffic is 
[able to be abused, and the cooIic^s have occasionally 
ndured on their voyages sufferings which seem to rtivive 
ome of the horrors of the slave-trade. The coolie-traffic 
an never be carried on by ynivate enteryirise, becau?il', 
f an individual irnjjorted (M>()li(\s, he would have no |)ower 
o compel them to work for him in preference to another 
)erson. If su(;h a power were yx u’mitkKl, there would cease to 
)e any real distinction between the coolic^-tratfic and slavery. 

Thi} negroes of the \Vest Indic's are, as vv(‘. before re- Other 
narked, unwilling to work ; and the only hope of making 
:he peoyfie more industrious, *is to stimuhUe in them new ' 

desires and new wants ; bho^ will not, of course^ work as 
long as they are content to ol>tain little else than the , 
food which the islands supply in abundance. If they be- 
come more anxious to have expensive clothing or ex yjcnsiye 
food, which mhy perhaps J;iave to be imy)ortedffrom othcu’ 
countries, they will at once have a motive to work, and 
the West Indies will cease to suflbr from the present 
great scarcity of labour. England, therefore, offers a 
striking contrast in every respect to the West Indies ; 
nothing can exceed, the ceaseless industrial activity of 
the English people. We all of us labour, because there 
is some desire which we wish *to gratify. Our labourers 
are pressed on to continuous .labour by the, necessity ot 
procuring % livelihood. Our climate is rigorous* and the 
bounty of nature will i^ot supply us with the means of 
supporting life unless we work with energy and with 
constancy. The middle classes are urged on to industrial 
activity by the desire to improve their social and material 
condition. 

The economic conaftion of America, as far as the pro* inAmenca 
duetion of wealth is concerned, differs in some respects from j 

/f*/r>,TT)TiitrT,(R5 wc havc considcrod. In j plentiful, 
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America, labour is comparatively more scarce than either 
land or capital. We say comparatively more scarce, be- 
cause in the West Indies the scarcity of labour is so great 
that the production of wealth is almost entirely prevented; 
but this is not the case in America, for in no country has 
the production of wealth advanced with greater rapidity. 
If, however, we compare America with England, we know 
that land is much cheaper in America and labour much 
dearer ; and one of the consequences of this difference is 
strikingly exemplified by a circumstance which has been 
noticed by almost every traveller in America. America is 
ill cultivated compared with England, and her agriculture 
a^ppears to be most slovenly ; there must be sojiie cause for 
this difference ; it cannot be explained by a commonplace 
remark^ on difference of race. An agriculturist, who may* 
in England have cultivated his farm like a garden, will, if 
he emigrates to America, find it greatly to his interest to 
adopt a very different system of tillage. The reason of 
this may be best shown by an example. An English 
farmer, let us* suppose, ci^ltivates a hundred acres of 
land, for. which he pays 2001. a year rent. 200 i. a year 
expended in wages on his farm will return the farmer a 
fair profit for his capital and his exertion; but he may 
tljink that it will answer his purpose to farm more highly, 
to employ# twice as much labour as befoi^. He will be 
remunerated for the additional 2001. which he expends on 
wages, if the increased produce from the farm sufficiently 
'exceeds the cost of this extra i|^bour to leave the farmer a 
fair profit on the additional ca^tal he has expended. If 
this is the case, the additional labour will be as profitable 
to the farmer as that which he first employed, but it will 
not be so productive. Wfien only 2001. was expended on 
wages, the produce of this Ifibour must have been sufficient 
not only^to return a fair profit upon the amoujit expended 
in wages, but must also have’ be^ sufficient to cover the 
rent. If the additional labour emf)loyed diminishes in 
productiveness, it may be said why not apply it to other 
^and ? It cannot, however, be applied to equally good land 
without having to pay a rent for the use of the land; hence, 
up to a certain point, it 4s more Remunerative to apply 
additional labour to the same land, although the labour 
diminishes in productiveness, rather- than to applv the 
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hour to other land for which rent will have to be paid, book i. 
at if good land were extremely plentiful, or if, in other 
3rds, rents w^ere extremely low as in America, it w^ould 
anifestly be far more profitable to j^ultivate frc'sli land j 
ther than apply additional labour upon land already : 
ider tillage in order to cultivate it more highly. Hence, ! 
America much less labour is em ployed, in the cultivation 
a certain area of land thiui W'ould be employed upon the 
me area in England, and fai'ming is consequently more 
evenly in the former than in the latt(^r country, because 
, the one countiy land is cheaper than in the other, and 
hour dearer. 

In this and the preceding chapter, we have investigated Compari- 
le laws which regulate the increas(^ of labour, and ga])^ta.l, 
id cultivable land. These laws combined, furnish tlu^ rmiiu 
mditions upon which depends an increasi^ in the prodnc- obtained. 
on of wealth. VVe have attempted to illustrate tlu^ 
lanner in which these laws may b(‘ combined, by eon- 
dering four countriiss, England, India, the West Indies, 
nd the United States; and ir^each of these countries the 
upiisites for an increased production of wealth •assunu', 
jlatively, differei;t degrees of importance. In England, 
a abundant supply of cheap food is reipiired; in India, 

11 increase of capital is most essential ; and in the Wetit 
ndies, an kicrease of labouif. In America the production 
f wealth meets with no serious impediment, for it 
dvances with the most extraordinarjl rapidity. Yet, in , 
anerica, there is a comparj^ive scarcity of labour, and an : 
mple supply of productive land. America and England , 
ave conferred upon t^ach other the most important mutual I 
enefits. Cheap food is essential Jo England’s progress, and 
ur greatest supplies are obtained from America. Cheap 
ibour is the most valuable gift to America, and our 
urplus popuiation, which would become burdensoific to us 
f there had been no emigj-ation, is providing America with 
he labour she so muc4l needs. 

All the more important propositions which concern the 
jroduction of wealth have now been considered ; this portion 
f our subject will be frequently recurred to, in order that 
he reader may obtain a* firmer ^asp of many of the prin- 
iples here discussed. We now pass on to the next branch 
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H aving considered the production of wealth in tlie hook n. 

last book, we now pass, by a natural se(]UCTj.ce,^ to . 
expound the principles which regulate the distribution of Dhiribu- 
wenlth. In some of the nmiarks on the production of ^ 

wealth, it was neciessary to anticapak' thi; fact that the 
wealth produced is distrilmted amongst, differemt cbisses. 

The wages of the labouriR’s, the profits of tin* ('n|)italist, 
and the rent of the landlord, ha*^e beam spoken of Allusioil 
has also been made to some o/ the source's whicTf «Rpply 
the wealth thus (distributed; for instance, th(5 nature of 
capital could not be explained, without sliowing that tlie 
capital of the country is the fund from which tin* wageg 
of .the labourers are supplied, and, then^fore, if tin* 
capital increases, the wages paid must inci ease. Although 
in this manner, the subject of the distribution of wealth 
been slightly encroached upon, yet nothing has hitherto 
been said in reference to the principles which detcrmiiuj 
the relatives amounts 4)f the shares into which wealth is 
distributed. It, therefore, rcmaii^s to explain why wages 
are high or low, why profits rise or fall, and why rents in 
one country vary so greatly in a^nount at difierent timers 
and in different places. This book, therefore, will probably 
bo more interesting than^^he last, because in it questions 
will be discussed of thf*gr('atest practical importance ; we 
shall have occasion to show how wages and profits are 
affected by such combinations as strikes, and^how industry 
is influenced by the different tenures of land which exist 
in different countries ; tlie subjects discussed will, in fact, 
have equal interest for the philanthropist and the trader ; 
remedies will be suggested for alleviating the poverty 

^ F, M. G 
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BOOK ir. of the poor ; and the causes upon which depend the pros- 
V, ^ perity of trade will be explained. 

The distri- Distribution of wealth implies the idea of property. If 
^w^^Thi property, or, in other words, if no individual 

possessed anything which he could claim as his own, 
perty , there could of course be no distribution of wealth. Every 
one would then obtain, either by chance or by force, the 
food and other necessaries which minister to the wants of 
life. It is impossible for property to exist until society 
is organised, for the fundamental idea involved in property 
is this ; that those who. own the property possess in it a 
right, which will be enforced by law ; but the existence of 
law implies that a people composing a state or a nation 
wijl ejcercise a combined power to make individuals regu- 
late their conduct according to certain rules termed laws. 
Such combined action constitutes the power of govern- 
ment, and the government ceases to exist if it is not able 
to exercise its power and enforce obedience to its laws. 
ami is af' A great portion of the laws of every nation concern pro- 
fected hy perty ; such laws vary greiitly iti different countries and at 
firen/laws different times, and property has rights in one age of a 
Mutpro^ nation’s existence which it has not iij another. Before 
perty, the passing of the Act of Emancipation, a negro, if pur- 
chased by an English colonist, became as much his pro- 
perty as an article of domestic furniture. *ln feudal times, 
a baron could enforce various personal services from those 
who occupied his land ; they were bound to furnish him, if 
he waged, war, with a certain number of men, horses, and 
coats of armour. There is, again, the greatest difference 
in the control which can be exercised over the disposal 
of property; for, in England, land can be entailed, and 
devised by will, to an unooni child. In Franco, the owner 
of land has no power to prevent his children from sharing 
it equalily upon his death. Then again, praperty is held 
in different ways ; a great numljer of individuals forming 
a company or society may be the jt>lnt owners of property. 
Property may be held on lease. In Europe, the land is 
chiefly the property of private individuals; whereas, in 
India, the bulk of the land is owned by the government. 
It would be , impossible to describe the origin of all the 
different kinds of property, and the rights connected there- 
with, without writing the history of each country; but 
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although it does not pertain to political economy to discuss 
the origin of the laws of inheritance, or of land tenure, 
yet the production and distribution of wealth are most 
materially influenced by particular laws of inheritance, 
and by different systems of land-tenure : therefore, all such 
influences must be most carefully considered in a treatise 
on political economy. 

It has been remarked that the principles which regu- 
late the production of wealth have the character of physical 
laws. The distribution of wealth is much more liable to 
be controlled by the human will.* As an instance, nature 
supplies the materials out of which all wealth must b<i 
created; and the kind and amount of the labour which 
must be bestowed upon the raw material when it is con- 
verted into some manufactured commodity depends upon 
the properties of the material. Again, the world has been 
so constituted, that every (country possesses land of various 
degrees of fertility ; from this (drcumstamu^, vve deilucecl 
that important law which was explained last book, 

and which affirms that the cast of agricultural produce 
has a tendency to increase as tlic demand for it advances. 
The production (J* wealth is, therefore, inflmuiced by 
various physical conditions which are indep(‘ndent of 
human agency ; Jbut the distribution of wealth is, (d* cours(^, 
entirely subject to human* control. Men ina/ regulate 
the distribution of wealth by any ru^ps or principles of 
their own creation; and it is the purpose of political 
economy to explain the consequences which must follow 
i from the rules which may be adopted, or from the prin- 
' ciples which may be bi^night into action. It is, for instance, 
quite optional with men whether they allow custom or 
competition to regulate the distribution of wealth, but it 
is not optional with them to control the effect^ which 
follow when •a particular custom has been adopted, or 
when competition has ^uiated a transaction. In England 
competition is far mdfe active than in almost any other 
country, and therefore many of the practical conclusions 
of political economy must be somewhat modified before 
they are applied to othe^ countries, where, perhaps, custom 
is far more powerful than competition. In England com- 
petition regulates the rent of land ; but in many parts of 
Italy, according to an invariable custom, metayer rents are 
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paid, that is, a fixed proportion, originally one half, of the 
produce is given for the use of the land. In England, 
again, the produce of the land is shared amongst three 
classes — landlords, farmers, and labourers ; but throughout 
the greater part of the world the produce is shared only 
amongst two classes, the landlords and farmers being com- 
bined in one, like the ancient freeholders of England ; or 
the farmers and labourers are merged into one class, 
like the miserable cottiers of Ireland. On the continent 
of Europe peasant proprietors are very numerous, and in 
these cases the individual owns the land, cultivates it him- 
self, and likewise provides the capital. It will be necessary 
to trace the consequences which arise from these various 
arpangements. 

The greatest inequalities of wealth are sure to follow 
the institution of private property; and the wealthier a 
country is, the more striking is the contrast between 
the wealth and the poverty which have throughout the 
history of th^j world accompanied each other. Various 
schemes have been propoiftided with the view of causing 
the wcillth which is produced to be distributed more equi- 
tably ; but if the State confiscated the property of every 
individual in England to-morrow, accumulated the whole 
wealth of the country in one great fund,, and divided all 
the land* equally amongst the inhabitants, there would 
gradually arise the^same inocjualities of wealth which exist 
at the present time. The industrious would soon obtain 
those portions of wealth which were allotted in this na- 
tional distribution to those who were indolent and defi- 
cient in industrial capacity. Men are differently endowed 
by nature, and those who possessed strength and ability 
would soon become wealthy, and those who were less strong 
and lej^ able would quicHy return to comparative poverty. 
If, therefore, private property is permitted, afid if men can 
indisputably claim as their owm the wealth which is dis- 
tributed to them as the reward ofISieir labour, there must 
result g^eat inequalities of wealth. And these inequalities 
will be increased if a person is allowed to devise his pro- 
perty by will; for a man who hag* already a great deal of 
property of his own, may have left to him the property 
possessed by four or five other wealthy individuals. 

Benevolent men, deeply impressed with thg widespread 
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poverty which prevails even in the most wealthy countries, book n. 
nave rightly perceived that such great inequalities of v ^ 
wealth must always exist if the privileges of private pro- seek to 
perty are freely permitted; consequently, philanthropists 
have been frequently prompted to advocate schemes of * 
social life in which private property shall not exist, but all 
the wealth of the community shall be enjoyed in common. 

This is the fundamental idea which has suggested socialism 
or, as it is often termed, communism. No philanthropists 
have ever been more unpopular than the socialists; but 
much of this antipathy is no doubt due to the popular 
error that they arc anxious to limit the rights of private 
property by means of wholesale conhscation. Such a 
charge, however, is extremely unjust. When socialism 
has been attempted, the property upon which the experi- 
ment has been made has been fairly and k^gitimately 
obtained. The socialists may have been mistaken theorists, 
but let us not deal harshly with them. They have often 
made noble sacrifices in order to battle against givat defects 
in the state of society ; th(*y hiwe sometiuuss effected great 
practical good, and the expcriij^ents they madc^ even wlum 
they have been unsuccessful, are always worthy of att('ntive 
reflection. 

Socialism, as propounded by St Simon, Dwen anil Schemes 
Fourier, proposed that a sf)ciety living tog(‘thm’ should 
share all the wealth that was produced A number of owen 
families would, according to this sclTeme, live together i'W- 
on the same terms as the individual members of a single 
family. When a family settles in the backwoods of Canada, 
each member of the family labours on that work to which 
he or she may be best suited. j[u such a case the labour 
of each renders some assistance to all the rest, and then 
;the results of the labour of th« whole family arc shared 
fin common, t Such a society, however, can only be kept 
^together by the strong t^es of family affection ; and it is 
manifestly impracticaWte, iti the present state of society, 
to maintain a similar union between several distinct tami- 
lies. Although the difficulties which oppose socialism may 
be patent to all, yet it is well to consider some of the 
vOvils which it seeks to remedy. Tn a state of society like 
jpur own, established on the basis of private property, 
leiverything^ tends to heighten the disadvantages which 
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result from comparative defects in natural endowments. 
The strong and able are permitted through life to appro- 
priate to themselves all the fruits of their own labour, and 
the weak and less able are constantly, as it were, borne 
down in the struggle. But in order to remedy these 
evils by any form of socialism, an amount of virtue is 
required which is rarely possessed at the present time. 
The utmost self-denial and the widest charity will also 
be needed ; in fact, men must become a higher order of 
beings, before they will work through life, not for the 
benefit of themselves, but for the purpose of contributing 
their labour to the advantage of the community to which 
they belong. Some of the practical difficulties, however, 
he^e i^uggested were partly obviated in two systems of 
modified socialism which were propounded with great 
ability by St Simon and Fourier, who both proposed that 
the enjoyment of private property should not be altogether 
forbidden. 

St Simon s scheme was specially intended to provide 
some machinery for the arrangement of the labour in a 
socialistic society, for withqut some such arrangement all 
would be in confusion; there would bp no security that 
individuals would be employed on the labour for which 
they were best adapted, and every one would be anxious 
to avoid ull disagreeable work. St Simon, therefore, pro- 
posed that chiefs of the community should be appointed, 
who should equitaloly distribute the labour which had to 
be performed, and should also determine who were to be 
ordinary labourers, and who were to be skilled artisans. 
These chiefs not only distributed* the labour, but also 
distributed the results of^the labour ; they allotted to each 
individual the share of the wealth to which they consi- 
dered he was fairly entitled ; and the share which an indi- 
vidual thus obtained he was permitted to enjoy as his own 
private property. But nothing pan be more impracticable 
than this scheme, unless there shonid happen to be such a 
marked distinction between the individual members of the 
community and its chiefs that the right of the chiefs to 
dictate and to govern could not be disputed. The Jesuit 
missionaries established* such a* community with great 
success in Paraguay ; but between these missionaries and 
the community they controlled, there was the difference 
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which distinguishes civilisation from barbarism. But no bookii. 
body of men would ever consent to delegate to any of ^ ^ 

their fellow-countrymen powei’s which would entirely sub- 
jugate their own individuality; and St Sinionism, even 
if it alleviated poverty, would introduce greater evils ; for 
men and women are in a pitiable state of subjection if 
they are not free to choose the labour upon which they 
should employ their energy. 

The scheme proposed by Fourier was much more skil- 
fully designed ; he intended that each separate community 
should consist of about 2,000 pe^:-soiis, who should be set- 
tled on a square league of ground ; he not only permitted 
private property, but allowed property to be obtained by 
inheritance. Every member of this community ^would 
receive a certain remuneration, even if he were not al)le 
to work. Fourier also recognised the claim of capital to 
be rewarded ; the community were combined like a trading 
company to produce wealth, and after a c<n’taiii competence, 
considered necessary to support life, had lx‘en allotted to 
every individual, the remaining produce was divided as a 
reward for labour, capital, and ^alent. The administration 
of this division of jbhe produce was arranged by the heads 
of the community according lo the following plan: — The 
labourers were divided into three distinct grades, which 
marked differenl: standards .of skill and talenfcf and the 
remuneration received by each of these grades vaiied 
according to a fixed proportion. The particular grade to , 
which a workman was admitted, w'as determined by the 
vote of his fellow-workmen ; there was community of la- 
bour, but not community of living ; it was also proposed, 
for the sake of economy, that eacn family should have its 
separate apartments in the samelblock of buildings. The 
first objection that will probably be made to this scheme 
is the followiing: that very soon the industry of •a com- 
munity would be destrqyed by its members regarding 
exertion as unnccessaify, if a livelihood were always en- 
sured to those who did not work. Exactly the same 
objection may be brought against our Poor-Law system, " 
and yet England has obtained a great coihmercial posi- 
|ion in spite of this impediment to her industrial pro- 
gress, Internal dissensions would be the greatest diffi- it» chief 
feulty against which the scheme of Fourier would have to 
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BOOK II. contend ; men would be dissatisfied with the grade in 
which they were placed, and the chiefs of a community 
would occupy a position most difficult to maintain, for a 
man is most jealous of any interference with the details of 
his daily life. Again, if such a community were pros- 
perous, and if wealth were more equally distributed than 
in the present state of society, all the members of the 
community would be sufficiently well off to marry at an 
early age ; the result would be a rapid increase of popu- 
lation ; the land possessed by the community would soon 
become not sufficient tq supply the increased population 
with food ; food would become much more expensive, and 
there would soon arise poverty and distress. We believe 
that all such schemes of socialism must entirely fail, if, in 
a country like our own, they attempt to displace a state 
of society based on private property. It is, however, ad- 
visable to allude to the principal aocialistic schemes, be- 
cause, at different times, they have excited great interest, 
and the speculations of the authors of these schemes are 
deserving of •tnuch careful attention. The difficulties 
which we believe will oppose the success of socialism have 
not been pointed out in a spirit of antagonism. A social- 
istic experiment may be made without inflicting the 
lightest loss or injury upon any but those who voluntarily 
take parU in it. It is quite possible that such an experi- 
ment would dispel many of those objections which before- 
hand appear most fbrmidable. Such an experiment ought 
then to b(i welcomed and not opposed, for socialism has 
always been mainly prompted by a desire to alleviate 
the poverty which presses so heavily upon a large portion 
of mankind. 

Voluntary We have been careful* to point out that the socialistic 
7ontr^ud which the attention of the reader has been 

wUhTom- directed were voluntary organizations. Thi^ constitutes 
puhiory one of their chief claims to favourable consideration. If 
socialim, the property upon which a socialwiic experiment is made 
is fairly acquired, and if all those who join in the experi- 
' ment do so entirely of their own free will, no injustice is 
inflicted on aiiy one, and although the scheme may fail, 
yet it may be fruitful of good by^uggesting the adoption 
of new social and economic arrangements. For instance, 
in our own country, various socialistic experiments were 
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nade by Herbert Owen. None of these obtained any per- 
nanent success; but the co-operative movement, which 
s assuming such significance at the present time, and 
vhich may not impossibly lead to a most important 
change in carr3dng on industry, undoubtedly had its 
)rigin in the ideas propounded by Owen and his fol- 
owers. The essential characteristic of co-operation is 
i union of capital and labour. A certain number of 
labourers form themselves into a society to work for a 
common object, and they supply the capital which their 
labour requires. Co-operation may thus be regarded as 
a modified form of socialism ; but as in a co-operative 
society each members share of the aggregate wealtlx 
produced is apportioned to the amount of capital Ije sub- 
scribes to the common fund, as well as the quantity and 
quality of the labour he supplies, it is evident that an 
influence is thus brought into operation to stimulate each 
individual’s energy. This constitutes the fundamental dif- 
ference between co-operation and the socialistic schemes 
of St Simon and Fourier ; for ii, has been pointed out that 
the chief obstacle which would j)revent their achieving any 
practical success j^as the improbability that men would 
be found to work with sufficient energy if the reward they 
received for their labour was guaranteed to thenn, and did 
not depend eitSer on their, own abstinence, or*upon the 
amount of their labour. 

Although the socialistic schemes h^re described were 
voluntary organizations, yet it is important to bear in 
mind that the influence of the State may be used to 
enforce some form of socialism upon a country. It is 
almost needless to say that whenever such an attempt is 
made, it should be most nairowly watched. Probably the 
best definition that can be giv^n of socialism is, that it 
enables a mitn to rely upon a society or commuTiity for 
maintenance instead of jjfpon his own individual effixrts. 
In the schemes of FoiHfer and St Simon, a certain num- 
ber of persons formed themselves into an association or 
company, and guaranteed to give maintenance to each 
other. No one can dew the right of a number of indi- 
viduals to enter into such an Crrangement as this. It 
may however happen that people, instead of promising 
maintenance to others as a voluntary act, may be com- 
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pelled to do so by law. A notable example of such com- 
pulsion is afforded by our Poor-Law system, for it confers 
upon every individual a legal claim for maintenance. 
If a man is in a state of destitution he can claim paro- 
chial relief, even if the destitution is entirely caused by his 
own indolence or imprudence ; he can thus compel other 
people to keep him whether they wish to do so or not. 
We shall in a subsequent chapter discuss the general 
effects produced by the Poor-Law. We have referred to 
the subject here, because it affords an example of a prac- 
tical adoption of the socialistic principle by the State. 
Not only has a powerful encouragement already been 
given to socialism by the State, but many who would be 
forpmgst in their denunciations of socialism are constantly 
bringing forward proposals which would extend the in- 
fluence of socialism in its most mischievous form. Thus 
it is not unfrequently said, that parochial relief ought 
to be granted on more easy and liberal terms. But if 
such a suggestion were carried out, it is evident that an 
increased inducement would be offered to people to de- 
pend upon society rather .than upon their own efforts 
for maintenance, and thus the socialistic influence exer- 
cised by the Poor-Law would be greatly extended. As 
another illustration, it may be mentioned that an increas- 
ing number of people are ik)w urging the adoption of 
a general system of free primary education. It is, how- 
ever, obvious that a new and important recognition would 
be given to socialism, if the entire expense of educating 
children were transferred from the parent to the State. 
If such a transfer were sanctioned, 4t might afford a pre- 
cedent for transferring t]ie entire burden of maintaining 
children from their parents to the State. 

Nothing seems to be a more marked tendency of the 
present* day than the growing inclination there is to seek 
the intervention of the State ^in matters which before 
were left to individual effort. Wiris reliance upon the 
State may be regarded as an essential characteristic of 
socialism in its present phase, and we shall have occasion 
to describe the important economic influence which may 
be exercised by such jin application of the socialistic 
principle. Thus in discussing the subject of the nation- 
alization of the land, it will be shown that this is just 
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such an application of the socialistic principle as that to 
which we are now referring. Nationalization of the land 
means that all the land in the country should be bought 
by the State, and distributed at what is termed a fair 
price among the entire people. The advocates of the 
scheme hope that in this way, through the intervention of 
the State, all those who wish to possess land would not 
have to wait until they could purchase it in the open 
market, but would be able to obtain it from the State 
whenever they wanted it, on reasonable terms. We have 
here only referred to the schcmo as affording an example 
of what we wish to signify by modem socialism. We will 
postpone any further discussion of it to a subsequent 
chapter. 
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CHAPTER II. 

THE CLASSES AMONGST WHOM WEALTH IS DISTKIBUTED. 

f 

I T has been shown that the three requisites of the pro- 
duction of wealth are land, labour and capital. Since, 
therefore, land, labour and capital are essential to the 
production of wealth, it is natural to suppose that the 
wealth which is produced ought to be possessed by those 
who own the land, labour and capital which have respect- 
ively contributed to its production. The share of wealth 
which is thus allotted to the. possessor of the land is termed 
rent; the* portion allotted tp the labourer is termed wages, 
and the remuneration of the capitalist is termed profit. 
The remuneration therefore received in the form of rent, 
^ages and profits, represents the three distinct claims 
which individuals have upon any wealth which is pro- 
duced. Having pointed out that wealth is distributed 
between rent, wagers and profits, we must proceed to enun- 
ciate the laws which regulate the comparative amounts of 
rent, wages and profits. In different countries these rela- 
tive amounts vary greatly ; for instance, rents are much 
higher in England than in Australia, and wages are much 
lower in the one country than in the other. The rate of 
profit is also much greater in Australia than in England. 
In .Australia, ten. per cent, may be obtained con the secu- 
rity of a freehold mortgage, whpreas in England a similar 
investment will not yield more four or four-and-a- 
half per cent. Without, therefore, inquiring whether Aus- 
tralia is more productive of wealth than England, it is 
very important to establish principles which will explain 
why wealth is so very differently^* distributed in the two 
countries. Other countries present equally striking points 
of difference. 
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It has been shown that wealth is distributed in three 
shares, namely, rent, wages and profits: because land, 
labour and capital are essential to the production of 
wealth; and rent, wages and profits represent the service 
which has been rendered by each of these agents of pro- 
duction. It must not be supposed that rent, wages and 
profits arc always received by distinct individuals. In 
England, as a general rule, there are these three distinct 
classes of recipients, who are respectively named land- 
lords, labourers and employers. The landlord seldom sup- 
plies either capital or labour; tine capil.al is- advanced by 
the employer; and the labourer has very rarely any capital 
invested in the industry upon which he is employed. 
But the economic condition of England differs, ip. Ijiis 
respect, more widely from that of other countries than is 
usually supposed; in fact, it is rather the exception than 
the rule, that wealth should be distributed in the form of 
rent, wages and profits, amongst distinct and separate 
classes of individuals. In the south of France, in Italy, in 
Flanders and in other parts of 4)he continent, peasant pro- 
prietors occupy a great portion^of the land. It is intended 
to signify by a pe^-sant proprietor, a man who cultivates a 
small quantity of land which is his own property; he him- 
self supplying all the labour and capital whitdi are required 
In such a case, the produce is not distributed into rent, 
wages and profits, for one individual is entitled to all the 
products which is raised, since he owns the land, and has 
also contributed the labour and capital. Although the 
whole produce is, as it were, heaped together, without being 
divided into three portions corresponding to rent, wages 
and profits, yet the remuneration obtained by the peasant 
proprietor is composed of three distinct parts. These are 
combined, but they may be separately (jstimated in the 
following manner. If the land cultivated by the peasant 
proprietor were not his oyn property, he would be obliged 
to pay a certain renl^ilJr its use. A portion of .the* pro- 
duce, therefore, equal in value to the amount which would 
be thus paid, represents the rent. Again, if the capital 
, employed by the peasant proprietor were borrowed from 
. some one else, a payment must b*e made for the loan, and 
therefore a portion of the produce, equal in value to such a 

; payment, indicates the profit, which is a fair remuneration 
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for the capital which the peasant proprietor employs. 
Again, the portion of the produce which represents wages 
may be ascertained by estimating the wages which would 
have to be paid if the peasant proprietor, instead of 
working himself, cultivated his land with hired labour. 
Such an estimate as that we have just indicated is often 
of great practical importance. The comparative advan- 
tages and disadvantages of farming by peasant proprietors 
have long been keenly disputed. In order to decide this 
important question, we must pursue the following method. 
From the whole produce which is raised upon the land 
cultivated by a peasant proprietor, there must in the first 
place be deducted an amount which represents the rent 
this land would pay; there must also be deducted a 
certain amount for labour and capital, and if a surplus 
remains, it will represent the advantage of farming by 
peasant proprietors. We shall, in another chapter, have 
occasion to enlarge on this subject. 

A great portion of the land of India is occupied, not by 
peasant proprietors, but by peasant cultivators. The land 
is generally owned by the government. The peasant cul- 
tivators often rent from the government a small portion of 
land, which they can cultivate with their own labour and 
capital. Sometimes the government grants the land at 
a fixed rental to individuals .;who occupy the position of 
middle-men, and who re-let the land to peasant cultivators. 
Land which is cultivated by slaves is in an anomalous 
position, for in this case it would appear that the whole 
produce is shared between rent and capital, since the 
slaves must be regarded as a portion of the slave-owner s 
capital, just in the same manner as the horses which plough 
our own soil are a portion of an English farmer s capital. 
The slaves do not receive 4 my wages; they cannot accumu- 
late w4(alth; they have none of the rights^of property. 
The slaves are fed, it is true; jDut so are the horses fed. 
The economic condition of a slave^^yuntry differs so much 
from other countries that it is proposed to discuss some of 
the economic aspects of slavery in a separate chapter. 

The reader may remark that in the general observations 
made in this chapter oh the distribution of wealth we 
have only considered agricultural produce. This has been 
done because similar although somewhat more complicated 
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laws regulate the distribution of the wealth which is cre- 
ated by manufacturing industry. All the materials upon 
which manufacturing industry is employed are products 
obtained from the land. Thus, wool is an article of agri- 
cultural produce. When wool is woven into cloth, it is 
rendered much more valuable. How, then, is this wealth 
distributed which is added to the wool by manufacturing 
it into cloth ? Wool, and such other raw materials of 
manufacturing industry, are purchased by the manufac- 
turer, and become a portion of his capital, and the wealth 
produced by manufacturing industry is finally distributed 
between capital and labour; in fact, there are two distri- 
butions. The raw produce, or, more correctly, the money* 
with which the manufacturer purchases this raw produce, 
is distributed in a similar manner to other agriciiltural 
produce; after this raw material has been manufactured, 
another distribution takes place between the labour and 
the capital which have been employed in the production 
of the manufactured commodities. 

When it is stated that wealth is distributSd in the form 
of rent, wages and profits, it ipust not be supposed that 
the labour which Ijas directly contributed to the produc- 
tion of the wealth is alone remunerated. Before agricul- 
tural produce is brought to the market, the industry of 
many other labourers has be^n called in besides those who 
are actually working on the farm, all of whom will receive 
a certain share of the produce in the form of wages. A 
farmer may employ bargemen to take his wheat by canal 
to a particular market, but these bargemen must be paid 
wages, just in the saiine way as labourers who are em- 
ployed on the farm. Again a farmer may join with others 
to pay labourers for keeping the roads in a proper state 
of repair; from him, also, are levied rates which main- 
tain a police •stablishrnent, considered necessary td make 
property secure. We sh^U hereafter inquire on whom 
these burdens fall. 

The amount which in any particular case the landlord, Relative 
capitalist, or labourer receives is regulated either by com- ^^portance 
petition or by custom. In almost every case competition titimand 
Bind custom exercise a joint infliience ; but competition custom, 
not unfrequently acts so much more powerfully than 
custom, that it may be virtually regarded as tne sole 
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determining cause. It is impossible to enumerate all 
the important customs which influence various trades, but 
it will be necessary to .trace the, effect of customs more 
wide and constant in their operation, such, for instance, 
as those which regulate the rent of land. The metayer 
rents which exist in many continental countries may be 
quoted as an example of one of these customs ; for where 
this tenure prevails the rent paid for the use of the land 
is always equivalent to a fixed portion of the produce. 
This portion is generally on^-half 

It may, however, be remarked that as a nation advances 
in industrial enterprise all her commercial transactions are 
*more completely regulated by competition. There cannot 
be activity of trade without a keen desire for gain; but 
such a feeling indicates the spirit of competition, for in 
business men compete with each other with the view of 
securing the greatest possible gain. It is^ however, im- 
portant to present competition in a somewhat different 
aspect; for the maimer in which it has been ht^re described 
may very possibly encourage the widespread error that 
with it there is associated something almost criminal. 
Many who profess to be social philosopfers attach to com- 
petition the stigma of selfish greed. The poverty of the 
.poor is often attributed to it; but we shall have reason to 
show that it is no enemy to the working-classes. Without 
it, their poverty would be rendered doubly severe; for it 
is an active spirit of competition which maintains the 
capital from which the wages of the labourers are paid. 
Competition befriends the working-classes in other re- 
spects ; it cheapens commodities, and ensures that the 
maximjjni of wages shall always be paid. Competition 
is not confined to one class ; it may be as rife among 
buyers as among sellers, or among the employers as 
amon^ the employed. Individuals who have goods to 
sell are anxious to realise as lafge profits as possible ; but 
when there is competition, a trSviio cannot be paid more 
than what is termed a fair price for his goods, because if 
he attempts to obtain more than the ordinary price he 
will be undersold by other traders. When buyers compete 
with each other they ai’e anxious to secure the greatest 
gains, or in other words, to buy upon the best possible 
terms; and thus, when buyers are each intent on pur- 
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chasing on the most favourable terms, a commodity is 
sure to realise what k is worth. It therefore follows that 
if on the one hand competition prevents a trader obtain- 
ing exceptionally high profits; on the other hand,* it 
ensures to him a fair price for his goods. Some, per- 
haps, may think it unfortunate that employers, stimu- 
lated by a desire to realise the largest gains, should 
seek to engage their labourers on the lowest possible 
terms. But such conduct upon the part of the employers 
inflicts no injury upon the labourers ; for whenever there 
is activity of competition, an individual manufacturer or 
trader is as powerless to get labourers to work for him 
at less than the ordinary wages as he would be to buy 
cotton at a cheaper rate than his fellow- manufacturers. 
The price of cotton is maintained because there arc those 
who are anxious to purchase it ; the rate . of wages is 
also maintained by those who are anxious to purchase 
labour. Competition, consequently, exerts no tendency 
to reduce profits or wages; the tendency is rather one 
of e(iualisation. * 

Competition acts with far greater force in some coun- 
tries than in other§. In England the commercial spirit is 
so adjtive that we are liable to forget that in some coun- 
tries various transactions, such as the renting of land, thg 
hiring of labour,* and the sale of commodities, ere regu- 
lated by 'custom to a far greater extent than by com- 
petition. 

It has been often remarked that all men aro> more or 
less the slaves of habit. Every nation has some customs 
wljich become, as it%were, engrafted on its existence; 
customs, which in their origin were perhaps purely social, 
have in many cases, after a certain lapse of time, pro- 
duced effects of great pecuniary consequence. In this 
way the resuits which would ensue if coinpetitioi! freely 
operated are often intei^red with; for men not unfre- 
quently pay the mo«fe ^nplicit obedience to a custom, 
even when they are not bound to do so by law. It has 
already beein stated that, in parts of the continent, the 
landlord uniformly receives as a rent one-half the produce 
of the land ; he never* thinks asking more or less, 
although his land might very likely yield him a larger 
income if it were let to the tenant who consented to 
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BOOK II. pay the highest rent for it. In many professions the 
charges made are absolutely fixed by custom. Lawyers 
and physicians do not adjust their cWges like ordinary 
traders ; the charges are regulated by the custom of the 
profession. Equally rigid customs affect many classes of 
labourers ; artisans in particular trades must serve a fixed 
term of apprenticeship, and the wages received are often 
determined by customs which, though perhaps not so 
rigidly observed as some others, yet are frequently not 
easily modified. 

Having, therefore, shown that the distribution of wealth 
may be primarily classified into rent, wages, and profits, 
we shall, in the first place, explain how the amount which 
is received in the form of rent, wages, and profits is deter- 
mined when regulated by competition ; and we shall then, 
secondly, proceed to explain the different results which 
follow, when the distribution of wealth is affected by such 
customs as those which have just been indicated. 



CHAPTER HI. 

RENTS AS DETERMINED ?JV COMPETITION. j 

• 

A COMPREHENSIVPj histor}^ would have to be writ- book n. 

. ten, if it w(ire attempted fully to describe bhe ch. hi. 

origin of property in land. Every country has probably uistorical 
been subjugated, and grants of the vanquished territory origin of 
were the ordinary rewards which the conquering chief 
bestowed upon his more distinguished followers. Rome 
families in this cjountry still retain the lancjs which their 
ancestors received from Williarti the CoiKpieror. Lands 
obtained by force had to be» defended by forcti ; and 
before law luid assorted her supremacjy and property was 
made secure, no baron was able to retain his possessions 
unless those wh^ lived on his estates were prepared tef 
defend them. There thus arose almost universally some 
personal relations between landlord and tenant, and the 
personal services which such a feudal tenure required 
formed a considerable part of the rent which was paid for 
the land. As property became secure, and landlords felt 
that the power of th^ State would protect them in all 
the rights of property, every v< 3 stige of these feudal 
tenures was abolished, and the relation between landlord 
and tenant has thus become purely commercial. .4 land- 
lord offers his*land to any one who is willing to take it ; ho 
is anxious to receive the l^hest rent he can obtain. What 
are the principles which "f^ulate the rent which may thus 
be paid ? 

We all know that the more fertile land is, the higher Ilmo is the 
will be its rent. We ar^ also aware that the rent which 
land yields not only depends upon fertility of soil, but if^ianddl- 
ilso upon convenience of situation. Land which is re- termined? 
jnote irom towns does not pay so high a rent as land 
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of equal fertility situated at a short distance from some 
large centre of population. The relative rents, there- 
fore, which are paid for different farms are determined 
by fertility of soil and by convenience of situation. It 
will be generally admitted that the value of land de- 
pends upon the two causes we have just mentioned, 
but the important question to answer is this; Can 
we obtain an index to the amount of rent which 
land can afford to pay at any particular time ? The 
object of the present chapter is to supply an answer to 
this question. 

In every country there is the greatest variety in the 
productiveness of the land*; high rents are paid for the 
use gf some land, whereas other land not far distant 
may be too poor to be cultivated. Let it be supposed that 
there are two farms which are rented at different rates ; 
the one farja is rented more highly than the other be- 
cause its soil is more fertile or its situation more con- 
venient, and ^the difference in the rents paid by these 
two farms would indicate the pecuniary value of the 
superior productiveness oi the one farm over the other. 
There may be another tract of land so poor that, if cul- 
tivated at all, it could only bear a nominal rent ; for land 
«will only pay a nominal rent when the produce raised 
from it is no more than sufficient to return the average 
rate of profit upon the capital spent in its cultivation. 
If we compare such barren land with land which pays 
a considerable rent, then, as we have just remarked, the 
difference in the pecuniary value of the superior produc- 
tiveness of this better land may bo measured by the dif- 
ference in the rents pqid by the good and barren land 
respectively. But this difference is denoted by the whole 
rent paid by the good land, since the rent of the poor land 
is assumed to be merely nominal; or, expiessing this in 
other words, it may be stated, that the rent of land re- 
presents the pecuniary value or •the advantages which 
such land possesses over the worst land in cultivation, the 
rent which this worse land yields being merely nominal in 
amount. 


^ The value which land receives from these two causes, viz., fertility 
of the soil and convenience of situation, will throughout be designated by 
the word “ productive.” Vide pages 46, 47. 
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The proposition which has just been enunciated, and bookh. 
the simple reasoning by which it has been established, v i”' ”1’ . 
may be regarded as a statement and a proof of Ricardo^s 
celebrated theory of rent. The theory, as here expounded, 
may appear so simple, nay, perhaps, so obvious, that 
our readers will not readily appreciate its importance, 
nor will they perhaps believe that the theory itself 
has been warmly controverted by eminent men. It will 
be advisable to consider the ordinary objections urged 
against the theory, for we shall be able thus still farther 
to elucidate it, and these objectimis will afford an appro- 
priate example of the popular prejudice which so fre-, 
quently attempts to discredit the conclusions of science. 

One of the attacks on Ricardo s theory may be Jfoiwid Dr Whe- 
in some prefatory remarks by the late Dr Whewell, 
prefixed to a ' Collection of Some Fragmentary Tracts to this 
on Political Economy, by Mr Jones'.’ l,)r Whewell theory; 
objects to Ricardo’s theory because the rent of land is, 
over the greater portion of the world, pon trolled by 
custom ; and even in England, ^here land is let by com- 
petition, Dr Whewell maintains that this theory h never 
employed to settle the rents that are paid ; he therefore 
made two specific allegations: his first position is, that 
the theory is of comparatively little value because of it» that it u 
limited application, and, seoondly, that it can be of no 
practical importance even in the exceptional cases where and\hat 
it may be regarded as capable of a practical applica- whenap-' 
tion. In this chapter we shall confine our attention to 
the last of these allegations; the modifications which the portant. 
theory requires, when'rents are 'fixed by custom and not 
by competition, will be considered in another chapter. 

No one can reasonably suppose that Ricardo, or any of 
those who adopt this theory, imagine that a land-steward 
avails himselC of it when he is fixing the rent of any 
particular land. No farn^r when about to rent a farm Tlw imt 
asks himself. What me value of this farm above the 
worst land in cultivation? But these considerations do 
not afford any valid objections against the theory; it 
might as well be said ^that the laws of digestion and 
respiration are not worth explaining, because no one 

^ Mr Jones was Professor of Political Economy at the late East India 
Company’s College at Haileybury. 
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thinks of these laws when he eats or breathes. Although 
men of business do not use a theory of rent, and may 
have never heard the name of such a theory, yet uncon- 
sciously they follow the theory; and the theory will ex- 
plain the practical consequences connected with the rent- 
ing of land, as completely as if all who wore engaged in 
such business transactions were political economists of the 
Ricardian typo. The point, therefore, to be determined 
is, not whether the theory is used, but whether the theory 
is universally true when rents are determined by compe- 
tition. Let us again expound the theory; and we think 
it will be admitted that each of the positions which it 
assumes is incontrovertible. It cannot be denied that the 
land of each country varies so greatly in productiveness, 
that there always exists some land which is either so 
barren or so disadvantageously situated that it is just on 
the margin of cultivation, and can only pay a nominal 
rent. Land which is more productive will pay a rent, 
and such rent^must represent the difference in the value 
between this better land and that land which is so barren 
that it* can only pay a nominal rent. But this value is 
represented by the difference in the net produce obtained 
from the two lands in question, and hence the rent of any 
particular land may be estimated as the difference be- 
tween thfe amount which it produces and the amount of 
produce raised from the worst land in cultivation. This 
is the ordinary enunciation of Ricardo's theory ; the terms 
however, in which this enunciation is expressed require 
some explanation. In the first place, it should be re- 
marked that net produce, not gross ‘produce, is meant. 

The necessity of makmg this distinction may be illus- 
trated by an example. Let us, for instance, suppose that 
there are two farmers, A and B, and that one of these. A, 
occupies a much more productive farm thaiiithc other, B. 
Now the gross produce of a is the whole produce 
which is raised from it, without ctedweting the expenses of 
cultivation. But the surplus produce which remains to 
the farmer cannot be ascertained until from this gross 
produce are deducted all the expenses connected with the 
farm. A certain sum iffust also be deducted as interest 
for the capital invested in the farm, and the farmer should 
also estimate his own labour of superintendence at a 
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certain pecuniary amount. All these deductions may be 
regarded as forming in the aggregate the cost of cultiva- 
tion; and when such deductions have been made, the 
produce which remains is the net produce; or, in .other 
words, the net produce is obtained by deducting the cost 
of raising the produce from the pecuniary value of this 
produce. If, therefore, it were ascertained that the net 
produce of A’s farm exceeded by 1,000/. the net produce 
of B s farm, it is manifest that A would be able to pay 
1,000Z. more rent than B. If Bs farm was so poor that 
he obtained it at a merely nommal rent, the amount of 
its net produce would be also nominal. But it may be, 
said, If such were the case, B would not continue to cul- 
tivate the farm; this, however, need not be so, because 
it has been supposed that the net produce is that which 
remains, after every expense connected with thti farm has 
been paid, and after an adequate remuneration has bcjen 

f iven to the farmer for his own labour and for the use of 
is capital; therefore, it would answer B’s purpose to cul- 
tivate his farm, although the* not produce was merely 
nominal, if he could obtain thp farm at a nominal rent. 
But, since we have supposed that the net produce of As 
farm exceeds by 1,000/. the net produce of B’s farm, A 
would be able to pay this 1,000/. as rent, and, therefore^ 
the rent of any land is the difference betweefi its net 
produce and the net produce of land which pays a merely 
nominal rent. Moreover, we shall proceed to show that 
this amount of rent, namely 1,000/., which from theoretical 
considerations we have proved that A is able to pay, will 
be approximately the*rent which is actually paid if land 
is let by open competition. Exjjcrience proves that men 
are satisfied to continue in business if they can realise the 
current rate of profit upon theu* capital, and also obtain 
a certain remuneration for their own risk and trouble. 
Let it be supposed that when A’s landlord demands from 
him a rent of l,000/.^-ums sum representing in value the 
net produce of the farm — the profits he obtained upon his 
farm would still be sufficient to induce him to continue 
his business. If, however, he were called upon to pay 
a greater rent than this, say, l!500/., a year, his profits 
would be so diminished that he would not be able to obtain 
ibhe same return for his capital as if it were invested in 
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some other business. He would virtually lose by farming 
because he could make more of his money if otherwise 
invested; and no class of traders will continue a business 
when it becomes comparatively unremunerative. The 
landlord would therefore be powerless to obtain from A a 
rent much exceeding l,000i. But there is a further ques- 
tion: What would prevent the farmer from paying a less 
rent than 1,000Z., say a rent of 700Z. ? This would certainly 
be prevented by the competition of others anxious to 
engage in farming operations. Those who had a practical 
knowledge of farming ^v^ould be able to calculate with 
.considerable exactness what would be the net produce 
on As farm, and they would thus know, if A was only 
paying a rent of 700Z. a year, that he was paying 300/. 
a year less than might be paid, with a realisation of a 
fair profit to the farmer. Others would come forward and 
offer a higher rent for the farm, and A would consequently 
be obliged to leave the farm or else pay a higher rent. 

It is, therefore, no exaggeration to say that, when land 
is freely competed for, rents are approximately adjusted 
according to Ricardo's theory. We say ‘‘approximately," 
because there is a certain margin of variation for which 
allowance ought always to bo made. Thus, two land- 
a,gents may differently value the net produce of a farm. 
A landlord, rather than lose an old tenant, may often 
continue to receive less rent from him than a new tenant 
would be willing to pay ; but in such a case competition is 
to a certain extent interfered with by the feelings which 
arise from affection and old association. Ricardo s theory 
is strictly true upon the supposition that there is free 
competition, and in practical life the results which may be 
deduced from the theory really occur in proportion to the 
extent to which competition acts without interference from 
other Sisturbing agencies. It is no uncomanon thing to 
say that the sun causes the eaj^h to revolve in an ellipse, 
and yet the earth never does s^^move, it oscillates from 
one side to the other of this ellipse in consequence of the 
disturbing force of each planet's attraction. For many of 
the practical purposes of astronoijiy, it may be stated with 
sufficient exactness that* the orbit of the earth is a true 
ellipse; and just in a similar way, in a country such as 
England, competition is so much more powerful than any 
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of the other motives which influence the adjustment of bookii. 
rents, that it will be sufficiently exact to affirm that the v . 

rents which are actually paid are those which would be 
deduced from Ricardo’s theory. In some cases, however, 
other motives, which may be regarded as antagonistic to 
free competition, assume so much importance that they 
must be specially considered. 

It will much assist clearness of conception, if we employ The** mar- 
some technical language to describe the terms of Ricardo’s 
theory. This theory implies that in any given condition 
of a country there is some land* which will just pay for 
cultivation if it is let at a nominal rent. Thus, as it were^ 
a iriargin of cultivation is marked, below which the cul- 
tivation of land cannot descend, unless some circumstanpes 
should occur which should either induce men to be satis- 
fied with smaller profits, or should increase the productive- 
ness of land ; it must be borne in mind that there are two 
ways in which the productiveness of land may be increased ; 
in the first place, a larger demand for agricijltural produce 
may raise its value, and, in thtf second place, agricultural 
improvements may cause a greater amount of pnxluce to 
be obtained from ihe soil. In the example which we have « 
employed, it has been supposed that this margin of culti- 
vation has been denoted by the farm occupied by B ; for 
the produce which is raised from this farm oifly suffices 
to pay the expenses of cultivation, and to return B a 
fair remuneration for his capital an9 for his personal . 
exertions. Under these conditions the land will pay no 
rent. Various circumstances, however, may occur which 
will enable rent to be' obtained from this land, or, in other 
words, would cause the margin gf cultivation to descend. 

Let us, therefore, inquire into some of these circumstances. 

It has already been remarked that the current rate of The mar- 
profit which ^prevails in different countries varies "greatly. 

In Australia ten per cenL can readily be obtained on the depends 
security of a freehold iflortgage, and a merchant in that upon the 
country would not think of incurring the risk and trouble 
of investing his capital in trade, unless he could make a 
much larger profit thaij ten per cent., because he could try, 
secure this profit without risk of trouble upon a freehold 
mortgage; therefore, traders in that country would not 
continue their business unless their profits were very much 
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more than ten per cent. But in England five per cent, can 
scarcely be obtained on a freehold mortgage, and a trader 
would be perfectly satisfied with his business if a profit of 
ten per cent, were realised on the capital invested in it. 
We shall hereafter inquire into the causes which produce 
these great variations in the rate of profit in diiferent 
countries. In Holland a still lower rate of profit prevails 
than in England. Let it be assumed that in this respect 
England became like Holland, and that the English would 
be satisfied with a rate of profit so reduced that they would 
lend money to their government, as the Dutch have done, 
/it the small interest of two per cent. If such a change 
occurred, men of business in England would be satisfied 
with p, smaller profit than they are now, and would be 
ready to invest their capital in businesses which would 
produce them a lower rate of profit. But such a change 
would at once affect the margin of cultivation. Before 
the change occurred, no worse land is brought under tillage 
than that whi^ch is cultivated by B, because, although ho 
pays only a nominal rent ‘for his land, yet he cannot do 
more than realise a certain profit upon his capital, say a 
profit of ten per cent. ; and it is assumed that with a less 
profit than this,- men of business will not be satisfied. But 
when the change we have supposed ha>s taken place, a 
lower ratt of profit will prevail throughout the country, 
and men will now be satisfied with a smaller profit. Hence 
worse land than that which was before cultivated by B, 
would return sufficient to give that lower rate of profit 
with which men are now supposed to be satisfied. The 
margin of cultivation would therefbre descend, the land 
occupied by B would cefise to be the worst under culti- 
vation ; and this land, instead of paying a nominal rent, 
would now yield a rent which might bo estimated by the 
difference between its net produce and the nfjt produce of 
the inferior land which has been^ought under cultivation 
in consequence of the reduction inth^ general rate of profit. 
It is, therefore, manifest that such a reduction in the gene- 
ral rate of profit would cause the rent of all land to rise. 
Australia will one day offer a striking example of a rise 
in the rent of land, caused in the manner we have just 
described. The great inequality in the rates of profit 
current in England and Australia cannot permanently 
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continue ; and when profits in Australia are reduced to book n. 
what they are in England, a vastly increased area of land . 

will be brought under cultivation in Australia ; the margin 
of cultivation will rapidly descend, and the rent of land 
will be greatly increased. 

Wo will now discuss some of the other causes which may 
affect the rent of land. The productiveness of land has Itent u 
already been much increased, and is perhaps destined still 
farther to be increased, by improved implements. Con- of 

fident predictions have been made by competent persons cuitiva- 
that steam cultivation will materially diminish the cost of 
tillage. If this be the case, the not produce of every farm,, 
as we have defined it, will be greatly increased, and, there- 
fore, rents will as a consequence rise from this diminution 
in the expense of cultivation. But when rents rise, the 
margin of cultivation will descend ; for if the cost of 
cultivation is diminished by steam machinery, land may 
be profitably cultivated which before would not pay the 
expenses of tillage. The farmers, therefore, ^ill ultimately 
receive no special advantage •from the introduction of 
improvements in the method oi cultivation. Temporarily 
they may be benefited ; for those who first avail them- 
selves of the improved machinery may for a long time 
continue to derive an important advantage, because, until 
the machinery has been generally introduced, i^nts will 
not be raised. Ultimately, however, the whole of the 
advantage will be absorbed by the landlords ; for if the 
expenses of cultivation are diminished, the farmers will 
be able to pay a higher rent, and the competition of capi- 
tal will render it impossible to resist the increase of rent. 

We have purposely said that thg landlords, and not the 
farmers, will derive a special advantage, because, in one 
sense, the farmers, conjointly wiUi every other class in the 
iornmunity, will be benefited, since, if the expenses of 
cultivation are diminished the cost of production is dimi- 
lished, and, therefore^ fotJa will be cheapened. The effect 
vhich may be thus produced by cheapening food, at once 
suggests questions of the greatest importance. These, 
lowever, we must reser^je until we treat of exchange, in 
jhe next division of the subject. 

We will here take the opportunity of remarking that These con- 
ve have as yet said nothing about the value of those 
shares into which anv wealth which is iDroduced mav be 
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distributed. All such questions with regard to value can- 
not be appropriately considered until we treat of exchange. 
When, therefore, in this chapter we have alluded to parti- 
cular circumstances which will increase rents, we attribute 
the increase not to any rise in the price of agricultural 
produce, but we refer the increased rent entirely to a 
different distribution of the produce of the land, more 
advantageous to the landlord. Thus the distribution will 
be changed in the following manner, when the use of 
improved implements diminishes the expense of culti- 
vation : the profits of the farmer and the wages of his 
labourers will remain as they were before ; but the land- 
lord will receive, in addition to the rent which is pre- 
viously paid to him, all that is saved in the expense of 
cultivation. It is very important to bear this in mind, 
because a confusion may arise very embarrassing to the 
reader; for in popular phraseology rents are often said 
to rise without any alteration in the relative amounts 
received by those classes amongst whom the produce of 
the land may bo distributed. If, for example, a landlord's 
rent is a certain portion of the produce of the land, then 
his rent is said to rise if anything 8];^ould occur to in- 
crease the value of this produce. Before the Tithe Com- 
jnutation Act was passed, the tithe was a rent-charge 
amounting to one-tenth of the produce. If it had not 
been for this commutation, tithes for many years would 
have been increased by two distinct causes ; for, in the 
first place, since more produce was obtained from the 
land, the tithe would be increased in quantity; and, 
secondly, even if the tithe were not ^increased in quantity, 
its amount would be increased so long as there was an 
augmentation in the value of agricultural produce. But 
we must postpone considering an increase of rent which is 
represented, not by a larger amount of prod'Ace, but by a 
rise in the price of this producq^; for when discussing the 
distribution of wealth we must Oppose that rent, profits, 
and wages are received in kind. Distribution is concerned 
with the laws which regulate the absolute and relative 
magnitude of those portions into which wealth is dis- 
tributed ; and it belong to the* subject of exchange to 
examine the causes which determine the value of an 
individuals share of the profits derived from some indus- 
trial source, such as a farm or manufactory. 
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Returning, now, to those causes which affect rents 
in the sense just described, it becomes obvious, after 
what has been stated with regard to improved machinery, 
that rents must be increased by any circumstance which 
diminishes the expense of cultivation ; and, conversely, 
rents must be diminished, if the expenses of cultivation 
should be augmented. Such an augmentation has during 
the last few years been caused by a rise in the wages of 
agricultural labourers ; and this is one of the chief circum- 
stances which has contributed to the very general reduc- 
tion in the rent of land in England that has recently 
occurred. Agricultural labourers in this country have, 
long been worse paid than any other labourers. Each 
year, however, many inlluences are brought more powi^r- 
fully into operation, which will tend to remove such in- 
equalities in the remuneration of different classes of 
labourers. Increased education will make those employed 
in agriculture more keenly desirous to sell their labour 
on the best possible terms. The rapid exj»ension of our 
railway system enables labourers to pass easily from one 
district to another. Emigration has already uiftterially 
raised the general rate of wages throughout the country ; 
and the influence thus produced by emigration is probably 
destined to be |nuch more strikingly exhibited. But if 
labourers receive higher wages, or, in other ^^ords, an 
increased share of the aggregate produce, there is a 
smaller remainder left to be distributed between rent and 
profits. It is of course here assumed that the productive- 
ness of land, labour, and capital remains unchanged. If 
the rise in wages is accompanied with no reduction in the 
general rate of profit throughout the country, then rents 
must suffer. This is sure to be the case if the rise in 
wages is not general, but is* confined to agricultural 
labourers, because, under such a supposition, nothing 
would have occurred to ^ffoct the general rate of profit in 
other businesses, aftd, * therefore, the profits made by 
farmers cannot continue to be exceptionally lower than 
the profits realised in other trades. But the theory of 
Ricardo supplies a test .which will indicate how rents are 
affected by any change in the economic condition of the 
country. This theory defines the rent of any particular 
land to be the difference between its produce and the 
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produce of the worst land in cultivation which pays no 
rent. Therefore, the important thing to ascertain is, 
whether the margin of cultivation has or has not descended. 
If, for instance, the wages of agricultural labourers were 
materially to increase, without any alteration in the value 
of agricultural produce, and without the introduction of 
improved methods of tillage, much of the land which is 
now cultivated would cease to return any profit ; the 
margin of cultivation would ascend, and there would be a 
general fall in rents. In this sense, therefore, the interest 
of the landlord is opposed to that of the labourer. Again, 
^f the general rate of profit throughout the country were 
to rise, the profit realised by farmers would also rise. The 
popre^t land in cultivation would not yield to the farmer 
this increased rate of profit. This worst land, therefore, 
would cease to be cultivated, the margin of cultivation 
would ascend, and in this case, also, the rent of land would 
be reduced. A rise, therefore, in the rate of profit, or in 
the rate of wjiges, unless accompanied by some counter- 
acting circumstances, will^ause rents to decline. Hence, 
it would appear that the interest of the landlord is opposed 
to that of the labourer and the capitalist. This conclusion 
has been the source of much of the opposition expressed 
towards Ricardo s theory. But it is difficult to understand 
why such a conclusion shoMld be regarded as so very 
objectionable. If the produce of the land is distributed 
amongst rents, wages, and profits, it is obvious that the 
more there is allotted to labour the less there will remain 
to be appropriated as rent. The opposition of interest in- 
tended to be expressed by Ricardc/ does not imply that 
the interests of any onq class are opposed to the general 
welfare of the country, for all the three classes may parti- 
cipate in any general improvement. Thus, if an increased 
quantify of produce is obtained from the la?id, there will 
be more to be distributed, ancients, wages, and profits 
may be simultaneously increas^ ^he opposition of in- 
terest which has been spoken of only refers to variations 
in the relative magnitude of those portions or shares into 
which wealth is distributed. 

The rent of land, however, may be far more powerfully 
affected by an increase or decrease of population than by any 
other circumstance. Within a comparatively short period 
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the population of Great Britain has increased 25 per cent.' book n. 
This implies that at least 25 per cent, more food is required, v 
Let us for a moment consider what would occur if this 
increased supply of food had been obtained from our own 
soil. In the first place, more land must have been brought 
under cultivation ; the farmer would be remunerated for 
cultivating this worse land by a rise in the price of food. 

The margin of cultivation would thus be greatly lowered, 
the rent of all land would therefore be greatly increased ; 
the farmers would be able to pay these higher rents, 
because the price of agriculturai produce had risen. It 
therefore appears that a very considerable rise, both in the^ 
rent of land and in the price of food, must have inevitably 
accompanied this increase in our population. The risejn 
the rent of land would, under such circumstances, be 
assisted by two distinct causes : in the first place, rents if 
received in kind would bo increased, because the margin 
:jf cultivation has descended; and, in the second place, 
produce thus received as rent would have beiMi rend(‘red 
more valuable in cons(Mpience tif the rise in the price of 
Food. Although for many yoars^ with this in encase of ])opu- 
iation in England,^there was an almost continuous rise in 
rent, yet the rise, which might otherwise have taken place, 
was checked by the increased demand for food being to a# 
yreat extent supplied by foreign importation. D wring the 
last few years the rise in rents has not only been arrested, 
but there has been a very general reduction of rents. This 
is partly due, as previously explained, to a rise in agri- 
3ultural wages, and is also partly due to the fact that 
is foreign importatioi> prevented a rise in prices to com- 
pensate the farmer for bad crops, he had to submit to 
jierious losses which in numerous instances have been only 
/ery partially compensated evei^ by a considerable reduc- 
tion of rent. • As a corroboration of the truth of Ribardo’s 
theory it may be mentionq^ that the reduction of rents to 
which reference has jii^t v/een made has been shown by an 
ipward movement of the margin of cultivation ; for within 
the last few years of agricultural depression, especially in the 
leavy clay soil of such a county as Essex, considerable 
tracts of land have been ftirown oflt of cultivation. 

^ [In 1870 the population of England, Wales and Scotland was 

,792,784; in 1887 it was 82,238,650; an increase in seventeen years 

almost exactly 25 per oent.l 
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The remarks which have been made in this chapter on 
the subject of rent would seem to indicate that the rent of 
any particular soil depends upon its natural productive- 
ness. But the value of land is rarely due entirely to its 
natural productiveness ; little of the land which is now cul- 
tivated would be as productive as it is, unless capital had 
been spent upon it. The fens of Lincolnshire and Cam- 
bridgeshire were once worthless swamps, but drainage has 
now converted these fens into valuable arable land. In 
such a case, it would appear that the rent which is 
paid is almost entirely due to the capital which has been 
^ spent on these improvements. Hence this important ques- 
tion is suggested ; Ought we to consider as rent the addi- 
tional price which is paid for the use of land when its pro- 
ductiveness is increased by an outlay of capital on drainage 
and other such improvements ? The rent of land the pro- 
ductiveness of which has been artificially created, differs 
in no single respect from the rent of land the productive- 
ness of whicl^ has been chiefly derived from unassisted 
nature ; and the amount ^of rent which is paid in these 
two cases is determined by the same causes. The farmer 
who cultivates a reclaimed fen, can afford to pay in rent 
just so much produce as is left to him, after all the ex- 
•penses of his farm have been paid, and he has himself 
been reimbursed for his own Jabour and capital. He pays 
rent because he is allowed to cultivate a productive soil, 
and it is a matter of no concern to him whether the pro- 
ductiveness of the soil is due to natural or artificial causes. 
A portion of rent, therefore, may generally be considered 
to represent a return to capital wiiich has been spent in 
improving the land. And thus rent, though generally 
paid in one sum to the same individual, is almost invari- 
ably made up of two distinct components which represent 
different claims, or, perhaps, more properly, iifferent kinds 
of ownership in the soil. Thijs may be readily shown by 
an example of frequent occurrehcen The owner of a life 
interest in landed property is enabled by Act of Parlia- 
ment to borrow money to be spent in drainage or other 
permanent improvements, such^ as the construction of 
better farm-buildings. *The company or society which 
lends the money is guaranteed repayment by a rent- 
charge upon the land for a certain number of years. This 
rent-charge at the present time is usually six per cent, on 
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the money lent, to be annually paid for twenty-two years. 
The tenants, who receive the first innnediate advantages 
of these improvements, gladly allow tnis rent-charge to be 
added to the rents which they previously paid ; and, in this 
manner, their rents are composed of two portions, one of 
which is paid for the use of the land, and the other is paid 
as a return to the capital which has boon expended in 
improvements. A nobleman, whose family have b(H^n long 
embarrassed, and whose estates have been conseipiently 
much neglected, has, in this manner, within the last few 
years spent £70,000 in improving»his estates. The whole 
of this sum has b(ion borrowed upon the conditions above < 
described. The advantages which have resulted from this 
expenditure have been so great and so immediate^ that 
the tenants can afford to have th(nr n;nts increased by a 
much greater ainount than tlie rent-charge of (i per cent., 
guaranteed to the (join])any which has lent tlie money. 
The landlord therefore does not, even in the first instance, 
incur any pecuniary sacrifice for these impn^vemenls, but, 
on the contrary, he at once oWains an increase of rent, 
and after the twenty- two years .have elapsed he is tible to 
appropriate to himsielf the entire benefits which arise from 
this improvement in his land. It seems difficult to explain 
why landlords who have not capital of their own do not« 
more largely avail themselvesi of the great facilities which 
are offered to them for obtaining the recpiisitc capital to 
improve their estates. Although in many instances the 
land of England has been greatly improved in recent years, 
yet in every county many important agricultural improve- 
ments, such as draiiiagJ and the construction of better. farm- 
buildings, still require the expei^liture of a considerable 
amount of capital, to which not only a large prospective 
but even a large immediate profit would be returned. 

From Ricai^o's theory of rent there can be deduced the 
7ery important propositiory that rent is not an element of‘ 
bhe cost of obtaining agricultural produce. A no less 
eminent writer than Mr Buckle has assured his readers 
that the proposition just stated can only be grasped by 
ft comprehensive thinkej; we, however, believe that it 

E be made very intelligible by a simple exposition. If 
is not an element of cost of production, food would 
e no cheaper if all land were arbitrarily made rent free. 
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Let US, therefore, inquire if this would be the case. It has 
been frequently stated in this chapter that there is always 
some land in cultivation so poor that it can only afford to 
pay a nominal rent, the produce it yields being no more 
than sufficient to reimburse the expenses of cultivation. 

Let us now suppose that all land is made rent free by 
an arbitrary edict of the Government. Such an act of 
spoliation, although it would unjustly interlere with pro- 
perty, would not cause any diminution in the consumption 
of food ; the same quantity of agricultural produce would 
be required as btdbre ; the same area of land would there- 
, fore have to be cultivated. That land would consequently 
still require to be tilled whi(*h previously enily paid a 
ngmi/ial rent ; but if food was rendered cheaper, by making 
land rent free, this land, which before only paid a nominal 
rent, would be cultivated at a loss. No person, however, 
will continue to apply his labour and capital if he does 
not obtain in return the ordinary ratci of profit, and, there- 
fore, if food J)ecame cheaper, such land as wo have just 
describ(id would cease to* be cultivated; but this cannot 
be, because the dcunand i>f the country for food is sucli 
that the produce which this land yields cannot be dis- 
pensed with. It is therefore manifest that food would 
► not become cheaper, even if land were made rent free. 
Rent cotisequently is not an element in the cost of pro- 
duction. The value of food is, emteris paribus, determined 
by the demand for it, becau.se the demand for food regu- 
lates the margin of cultivation. Although the payment 
of rent does not influence the cost of producing food, yet 
the amount of rent paid indicates the position of the 
margin of cultivation, ipad the value of food must rise as 
this margin of cultivation descends. 

It has already been remarked that Ricardo s theory im- 
plies activity of competition. In many couiftries, however, 
this activity of competition do^ not exist, but is interfered 
with by various customs. In sticoceding chapters many 
of the various land-tenures which exist in different countries 
wdll be described, and we shall be thus led to consider 
whether the conclusions deduced from Ricardo’s theory 
apply to those countries, such as India, where the tenure 
and the rent of land are ^influenced by various causes 
besides activity of competition. 



CKAPTER IV. 

ON WA(JKS. 

I T has boon impossible to oxpoinid the general laws^of hook it. 

rent without ineiitioning the oilier two portions into f'"* 
which wealth is distributed; namely, wages and profits. 

But, as yet, we have not (examined the laws which regu- WuijeH 
late wages and profits ; it will therefon^ be eonvenient in 
the first place to devote a cha])ter to the sul)j<‘ct, of wages; 
we shall then itoiisidor profits *,• and when wo have tlius 
jomploted an exaniination of the laws concerning rent, 
wages and profits, we shall be iji a position inon^ clearly 
io understand some special but important (juestions con- 
50 riling the distribution of wealth. « 

In previous chapters it In^s been shown that «apital is 
he fund from which labour is remunerated, and it has 
leen customary in most treatises on ptflitical economy to mien of hl- 
lescribe that portion of the capital of a country which is of 

levoted to the payment of wages as the vvages-fund. 

Vithin the last few years there has been a considerable lation. 
Linount of discussion on what is termed the wagt.‘s-fund 
heory. The late Mr W. T. Tiiornton in his book On 
^jabour denied the existence of a wages-fund, and Mr 
[’hornton^s rc^iarks on the subject attracted tin? more 
ttention because they induced Mr J. S. Mill to announce 
limself a convert to#Mr ‘ Thornton s views in opposition 
0 the opinions expressed in his ‘Principles of Political 
5conomy\' We cannot help thinking, however, in spite of 
he high authority deservedly attributed to Mr Mill and 
Ir Thornton, that far loo much importance has been 

^ See EBsaye and Dissertations by J. S. Mill, vol. 4, p. 43, in a review 
? Thornton On Labour, 
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given to the controversy, and that Mr Thornton’s objec- 
tions mainly rest upon a misconception of the wages- 
fund theory. In order to give the reader an idea of the 
nature of the controversy, wo think we cannot do better 
than make a brief statement of Mr Thornton s argument 
and of the rejoinder it elicited from the late Professor 
Cairnes, who from his eminence as an economist may be 
justly regarded as the leading advocate of the wages-fund 
theory. 

Mr Thornton contended' that there was really no such 
thing as a wages-fund, "because no individual employer 
.possessed a fund which must necessarily be expended in 
wages and in no other way, and he argued that the 
natiopal wages-fund, if it existed at all, could only be 
made up of an aggregate of similar funds owned by capi- 
talists. He maintained that so far from such funds exist- 
ing in the hands of individual employers it was a mere 
mockery or childishness to suggest it. This line of criti- 
cism ho we ver ^.betrays a fundamental misunderstanding of 
the wages-fund theory. No one ever imagined that there 
was a ^ium of money set a^)art for the payment of wages 
over which its owners had no real coritroj, which must of ne- 
cessity be devoted to paying wages and to nothing else. The 
"theory, as originally propounded by Mr Mill and as under- 
stood by‘^Cairnes and others, is this: — the character of the 
national industrie.^ being given, a certain proportion of the 
capital seeking remunerative employment in these indus- 
tries must be devoted to the payment of wages. ‘ Assum- 
ing,’ says Prof Cairnes "a certain field for investment and 
the prospect of profit in this such ^as to attract a certain 
aggregate capital, and assuming the national industries to 
be of a certain kind, the proportion of this aggregate 
capita] which shall be invested in wages is not a matter 
within the discretion of capitalists, always supposing they 
desire to obtain the largest practical return upon their 
outlay. To accomplish this, the inst^puments of production, 
labour, fixed capital and raw material, must be brought 
together in certain proportions — a condition which requires 
as I have shown, — the ^supply qf labour being given, — a 
distribution of the aggregate capital in certain proportions 

^ On Labour f pp. 84, 85. 

® Leading Principles of Political Economy y pp. 218, 219. 
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among those instruments. Supposing, now, capitalists to 
succeed in forcing down the rate of wages below the point 
at which, having regard to the number of the labouring 
population, the amount which the fulfilment of this con- 
dition would assign to the payment of wages, was absorbed 
— either the capital thus withdrawn from the wages-fund 
must remain uninvested, or if invested and not invested 
ill wages, it would take the form of fixed capital or raw 
material. But by hypothesis, the fixed capital and raw 
material were already in due proportion to the labour force 
and they would conse((uently now be in excess of it. A com- 
petition amongst capitalists for labour would consequently i 
ensue ; and what could this end in but a nistoration to 
the wages-fund of the amount withdrawn from it ?’ ^ • 

If, as we believe to be th(‘ case, the view expressed in 
the forc'going passage, is correct, it becoiiK's obvious that 
wages in the aggregates depend mxm a ratio between 
capital and population'. If the numbeu* of the labouring 
population remains st/ationary, wag(‘.s cannot rise, unless 
the capital of the country is fncreased ; but if, on the 
Dther hand, there is an increase in the number *of the 
iabouring population unaccompanied by any augmonta- 
}ioii in the capital of the country, then wag(*s must 
lecline. The tryths whi(‘.h have been just statinl are in* 
Dopular language expressed so^iunvliat diferently, for wages 
ire commonly said to be regulated by si^pply and diunand. 
W'e shall be able to show that this means the same thing; 


BOOK II. 
CH. IV. 


• 

Meanhuj 
of the 
{;.v2>rensio}i 
'■' wo ff (>8 de- 
pend upon 
demand 
and 8Up- . 
ply." 


1 Prof. Henry Sidpjwick in his recently published work ( 188S), VriuciplcHof 
Political hkonnmy, discusses some length ((^hap. viii., Book 2) tlie “ wages- 
und” theory, w-hicli he joins Thornton in condemning. He points out that 
n the present chapter sulficient distinctioi^ is not made between what he 
[csignates “ wages-capital ” and “ iioii-wages-capital,” and that general 
7 ages can only be affected by an increase or a decrease in the former. 
Ve do not pause here to consider whether “ wages-capital ’’ does pot bear 
, strong rcsemblillice to the wages-fund which lias lately been the subject 
f so much criticism: but it may be said in reply to the objection 
List quoted that in stating broadly that wages depend upon the rajiio 
etween capital and popul^on, we think it is sufficiently clear that — the 
ature of the national industries being given—every increase of capital 
leans an increase in certain tolerably definite proportions both to 
wages-capital” and to “ non-wages-capital. At the end of Chap. 

5ook 3, of the present volume, #n endcavojiring to show the effect which 
lay be exerted on the labourers by the conversion of circulating into 
xed capital, the distinction which Prof. Sidgwick points out between 
wages-capital” and ** non- wages-capital” has been fully recognised, 
Ithough these expressions have not been used. 
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but ‘supply and demand* is a hackneyed phrase not unfre- 
quently employed without an accurate knowledge of its 
real import. Let us, in the first place, inquire what 
is the meaning of the expressions ‘demand for labour* 
and ‘supply of labour.* A demand for labour can only 
be caused by those who have the means of remu- 
nerating the labourer. But the remuneration which 
is intended to be given to the labourer is capital ; therefore 
those only can exert a demand for labour who can apply 
capital for the remuneration of labour, and the greater the 
amount of capital to be applied in this manner, the greater 
twill be the demand for labour ; it therefore appears that 
the expression ‘demand for labour* may be replaced by 
sonie^such phrase as ‘capital seeking to be devoted to the 
employment of labour.* Again, supply of labour may be 
estimated by the number of those who are anxious to 
labour ; consecpiently an increase in the supply of labour 
is ecpiivalent in its meaning to an increase in the number 
of the labouring population. When, therefore, we say that 
wages depend on the ratio between capital and population, 
we state the same principk^ as those who affirm that wages 
are regulated by demand and supply. ‘This latter mode of 
expressing the principle is not incorrect, but thi^ words 
Hlemaud and supply convey no definite meaning, whereas 
every Id'w concerning wages’ must be deduced from the 
fundamental conception of a ratio between Capital and 
population. 

The law just stated goes no farther than to indicate the 
source from which wages arc supplied; this law affirms 
that wages cannot generally rise or fall, unless the capital 
or population of the country is either increased or de- 
creased. No (juestion in economic science can be of more 
practical importance than the attempt to ascertain the 
causes which regulate the rate of wages. *111 no country 
has capital increased more rapidly than it has in England 
during recent years ; the extension^’of our commerce and 
the increase of our national wealth have been (juite un- 
precedented. Numberless statistics may be quoted, each 
of which would prove a^wondroue development of our com- 
merce and trade. In twelve years, from 1849 to 1861, 
our exports advanced from 60,000,000/. to the value of 
120,000,000/.; they were in 1881 297,000,000/.; there 
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has been a corresponding increase in our imports ; for they 
have steadily advanced until in the year 1881 they reached 
the value of 397,000,0()()?/ The opinion is not unfrequently 
expressed that this remarkable growth of wealth has not 
been accompanied by any corresponding improvement in 
the condition of the labourers, and it has been contended 
by, amongst others, Mr George, in his Poverty and Pro- 
gress, that there has been no improvement at all. When 
the fifth edition of the present volume was published, 
England had lately (l<S73-4) passed through a period of 
exceptional trade activity, which had been accompanied by 
a marked rise in general prices. This rise in prices mate-J 
rially added to the cost of living of the working classes. 
Some idea may be formed of the infiuenc(^ thus exerbLnl 
irom the fact that, owing to a rapid inei*ease in the deinand 
for coal, produced to a great extent by the additional (piaii- 
tity of coal rccpiired for the smelting of iron, coal advanced 
in price about I3.v. a ton. It is estimated that the annual 
consumption of coal for household purposes^ in England is 
about 20,000,000 tons, and in «onse(jucnci‘. the rise in the 
price of coal entailed u})on the general body of householders 
a charge of 13,00Q,0()0i. a year, an amoiuit ecpiivalcnt to 
about one-half the interest of the national debt. There 
can be no doubt that the increase in the cost of living iut 
this period of industrial activity was severely felt by 
various sections of the working classes. Lord Brassey 
has shown in his book entitled Worh and Wages that 
taking the period between 1854 and 1869 the rise in wages 
had varied greatly in different employments. In some 
industries the rise had certainly not been .sufficient to pro- 
vide an ade(piatc3 compensation for the increase in the cost 
of living to which refcTcnce has ]ust been made. Taking, 
however, a review of a longer poriod, it can, we believe, be 
conclusively tjstablished that there has been a ftiarked 
improvement in the genial condition of the industrial 
classes since the adaption of free trade, the extension 
of the railway system and the introduction of other 

1 [In 1886, as compared w^ih 18S1, there has been a decline in the 
value of both exports and imports. The figures are: exports, 1886, 
£268,667,017 ; imports, 1886, £349,863,472. The diminution is to a 
considerable extent due to a fall in prices rather than to a decrease in the 
/quantity of goods imported and exported.] 
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BOOK II. improvements in the means of communication. At the 
^ time (1842) when Sir Robert Peel began his series of 
great financial reforms which ultimately led to the com- 
plete abolition of protection, there was scarcely a single 
article of foreign produce imported which was not heavily 
taxed. At that time our tariff contained nearly 1,200 
import duties: nearly the whole of these have been re- 
pealed, and at the present time almost the entire amount 
of the revenue levied on commodities either of home or 
foreign growth is obtained from six articles — spirits, wine, 
beer, tobacco, tea and coffee. The remission and reduction 
,of duties and the removal of all protective imposts upon 
foreign products have materially cheapened almost every 
article of general consumption except meat and dairy pro- 
duce, and this reduction in price is particularly felt in un- 
favourable seasons. Formerly, when there was a falling off 
in the supply of home produce the restrictions that were 
imposed upon foreign importation often caused the neces- 
saries of life to advance to almost a famine price, and 
wide-spread misery resulted which is now happily never 
witnessed. Miss Martineau, in her admirable History of 
the Thirty Years' Peace^ gives a most vivid description of 
the state of the country in 1841 : — “ The distress had now 
deepened in the manufacturing districts as to render it 
clearly inevitable that many must die, and a multitude be 
lowered to a state of sickness and irritability from want of 

' food.... In Carlisle the Committee of Imiuiry reported that 

a fourth of the population was in a state bordering on 
starvation — actually certain to die of famine unless relieved 
by extraordinary exertions.... In Stockport more than half 
the master spinners had failed before the close of 1842 : 
dwelling-houses to the number of 3000, were shut up ; and 
the occupiers of many hundreds were unable to pay rates 
at all. ' Five thousand persons were walking streets in 
compulsory idleness.*' 

It is almost impossible now to form a conception of the 
abject misery in which many of the agricultural labourers 
lived in those days. We can well remember when the 
ordinary wages of agricultural labourers in Wiltshire and 
Dorsetshire were not mOre than 7s. or Ss, a week. Some 
striking examples of the abject wretchedness of many of 
the rural population are to be found in Mr John Morley's 
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Oobden. “In Somersetshire the budget of a 
labourer, his wife and five children under ten years of age, 
was as follows ; — Half a bushel of wheat cost four shillings; 
for grinding, baking and barm, sixpence ; firing, sixpence ; 
rent, eighteen pencti ; leaving out of the total earnings of 
seven shillings a balance of sixpence to provide the family 
with clothing, potatoes, and all the other necessaries and 
luxuries of human existence.” In Devonshire the anti- 
corn-law lecturers found that the labourers “ seldom saw 
meat or tasted milk; and that their chief food was a 
compost of ground barley and pfftatoes ” {Life of CobdeUy 
Vol. L, p. loG). , 

Although there may now be Huctuations from year to 
year in the condition of the industrial chisses, nothing c^n 
more conclusively show the marked improvement which 
has been secured than the fact that although we have 
lately had to contend with a series of unfavourable seasons, 
and many branches of industry have been seriously de- 
pressed, yet there has been no approx iniation to any 
iuch wide-spread suffiiring as •that whicli has been just 
described. Severe losses have* within the. seven* years, 
from 1876 to had to bci borne by those engaged 

in agriculture and other branches of trade, but it cannot 
be doubted that^ these losses have in numerous instancest 
fallen more upon the employer than the employed; for 
far from there having been any 'scarcity of food, the price 
of all articles, except meat and dairy produce, has been 
exceptionally low ; and this diminution in the cost of living 
has not only provided the labourers with a compensation 
in those cases where 'wages have been reduced, but has 
imabled a period of trade depression to be tided over 
without that wide-spread misery which had so often to be 
endured in the past. 

Although We have thus endeavoured to show thal there 
has been a decided advangp, yet it cannot be denied that 
the general condition of the people admits of almost in- 
definite further improvement. There is still much poverty | 
in our midst, and we shall in a subsequent chapter have 
occasion to lay special stjess on the wretched dwellings in 
which so large a proportion of our population live. If, 
therefore, the mass of the people have not benefited to so 
]&rgo an extent as they might have done by the remark- 
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able increase in wealth which has occurred in recent years, 
it becomes of the first importance to inquire what are the 
agencies which have acted prejudicially upon the general 
condition of the people. 

Ileferencc has been already made to the fact which was 
established after most careful investigation by Lord Brassey, 
that the rise in wages has been so unequally distributed 
that in some trades wages have remained almost sta- 
tionary. In these instances, in accordance with the 
principle already established, it may be concluded that 
an increase in the demand for labour must have been accom- 
^panied by a nearly corresponding increase in the supply. 
It is important to bear in mind that the supply of labour 
can be increased in two different ways. In the first place, 
the number of the labouring population may be augmented; 
secondly, the invention of new machines and other in- 
dustrial improvements may, by economizing labour and 
rendering it more efficient, produce just the same effect 
in increasing its supply as if an addition were made to 
the number of the labouring population. It can be ofisily 
shown that both of these agencies have been in such active 
operation that they must have exerted a very considerable 
influence in increasing the supply of labour. With regard 
ito the addition made to the actual number of the labour- 
ing popKlation, it is scarcely necessary to say that the 
population of the country has been rapidly advancing 
during the periocl to which we are now referring. It 
is, moreover, particularly to be borne in mind that any 
increase in the demand for labour is sure, in the present 
social condition of the country, t(f call into activity an 
influence which must ultimately lead to an increase in 
the supply of labour. Inhere is no fact more clearly de- 
monstrated by the returns of the Registrar- (General than 
that a*li increase in the number of marriages is the in- 
evitable result of an advance ^in wages. In one of the 
(juarterly reports of the Registrar-General the following 
passage appears, and many similar ones might be quoted : 
“ The population engaged in the production of coal and 
iron are recovering from depression, and are again marry- 
ing and giving in inarrfagc at t\eir usual pace.” In the 
Quarterly Report issued in October, 1873, it was stated 
that the prosperity of the country was proved by the high 
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marriage-rate prevailing. Again, in the same re})()rt it 
was inferred from the marriage returns, that th(^ prosperity 
which on the whole this country had enjoyed during tht‘- 
two previous years, had not been diffused amongst all 
sections of the community, but that, speaking generally, 
it had been experienced principally in the coal and iron- 
mining districts; to a less degree aiiiongst Ihe population 
engaged in the cotton and woollen manufactures, and very 
little, if at all, in the purely agricultural parts. It, there- 
fore, appears to be distinctly prov<‘d that directly the 
labourers obtain any advance in \vagcis th(\y call into opera- 
tion an influence which sooner or later must exert a. 
tendency again to reduce wage's. 

As we have before remarked, it is not sohdy ^an 
increase of population that the supply of labour is in- 
creased. If some rnacliine is invented, or some new 
method of carrying on industry is introduced, which en- 
ables 20 men to do as much work as Ixdbic^ was done by 
100 men, it is obvious that tile sn])ply ot laJ)our, so far as 
a particular trade is concernefl, is augmeuled Hve-fold. 
Innumerable instances might Jie given in wliieh* labour 
has been thus ecojiomizi'd to a most remarkable extent. 
In fact, the extraordinary increase in the ]>ioduction of 
wealth, which h^s characterized the last 80 years, would 
have been impossible if indwtry had boon carried on with 
its old appliances. Again, (] noting Lord^JIrassey, it appears 
tluiL Mr Nasmyth, in his evidence before tin; Trades’ linioii 
Commission, stated that by the introduction into his work- 
shops of self-acting tools, he was able to dispense with all 
that class of men who depended upon mere d</xterity, and 
he reduced the number of rneji in his (‘m])loyment by 
fully one half. 

*^Numerous instances may alsa be given of the extent to 
which employers are induced to economize labour by the 
introduction of improved industrial processes, when trade 
is unfavourably affected by any such circumstances as a 
deficiency of raw material or a scarcity of labour. Thus 
it is said : “ In their gallant struggles in the diliicult times 
following the war in America, our manufacturers developed 
^he resources of machinery to a*greater extent than had 
Iyer been attempted before, and they succeeded in making 
considerable reduction in the amount of labour em- 
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ployed.” Ill consequence of the extremely high wages 
which are prevalent in the United States, the Americans 
are far more interested than we are in England in apply- 
ing machinery with the view of saving labour. Machinery 
is not only far more largely used in agriculture in the 
United States than it is in England, but many of the im- 
provements which we have introduced into agricultural 
implements have been obtained from America. We find it 
stated that, “In the United States the application of labour- 
saving machinery to agricultural operations is increasing 
every year. The number of patents issued for agricultural 
^implements was in 1847, 48; in 1868, 890; in 1864, 563; 
in 1866, 1778; and in 1867, 1800.” It can scarcely be 
doubted that even the comparatively small rise of 28, or 
8s. a week which has taken place in the wages of English 
agricultural labourers since the formation of agricultural 
unions, has already acted as a stimulus to many farmers 
to adopt various means of economizing labour, such as the 
employment qf more machinery. If the supply of agri- 
cultural labour in this co^intry should be diminished, as 
seems not improbable, by large emigration of agricultural 
labourers, it cannot be doubted that the farmers would be 
prompted to make still greater efforts to economize labour ; 
4ind thus the rise in wages which would, naturally result 
from a diminution in the supply of labour would be to a 
considerable extent counteracted. 

It is made sufeciently clear from such instances as 
those just enumerated, that increased production of 
wealth does not necessarily cause a proportionate increase 
in the demand for labour, but, on* the contrary, it may 
very possibly happen thqf the discovery of some machine 
or some new industrial process may so economize the use 
of labour, as. to cause the demand for labour to diminish at 
the very time when there is an increase in tSe production 
of wealth. It is important to iear this in mind, because 
we are too prone to conclude thajfc every class in the 
community must immediately participate in the greater 
prosperity which is supposed necessarily to accompany an 
increased production of wealth. ^ No aoubt the commu- 
nity is ultimately benefited by the invention of improved 
machinery, but we must remember that the advantage 
thus secured is often accompanied by a severe loss to 
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certain classes of labourers. The invention of new ma- 
chinery, as we have seen in the case of Mr Nasmyth’s 
works, may, by economizing labour, so much diminish 
the demand for labour in a particular trade as to throw 
many out of employment. As previously pointed out, 
the invention of a new machine generally enables some 
industrial process to be mechanically performed which 
before needed manual skill. A class of labourers may 
thus find that they are suddenly deprived of the pecu- 
niary advantage which they are able to secuni from 
the possession of some particular skill. A serious loss 
may thus be inflicted on certain classes of workmen;,, 
they may have to seek some new employment in which 
the skill which they possess, ac.cpiired after a long apd 
expensive training, is no longer of any use to them.*' As 
an example of the loss which workmen may thus suffer, 
we have seen that Mr Nasmyth was able, through the 
introduction of improved machinery, to dispense with 
the labour of all that (hiss of men wlu) d^*pended upon 
mere dexterity, and to reduced the number of his men 
by one half. The men who ^ere thus dismisst'il were 
of course those '^ho were in receipt of the highest 
wages. 

The considerations here adduced are, we belicive, suffi-* 
cient partly to account for the fact that the iiHJiease in i 
the remuneration of labour has not been at all propor- | 
tionate to the increase in national wealfh, and that many j 
workmen have scarcely participated at all in what is so j 
constantly described as a remarkable growth of national 
prosperity. The comf)aratively small extent to which it 
appears that the labourers have ^benefited by a great in- 
crease in the production of wealth is doubtless in part 
due to the fact, that only a portion of the wealth annually 
saved or accumulated in England is invested in our own 
industry. 

Our national capikil may be regarded as divided into 
two portions, one of which is retained for the maintenance 
of home industry ; the other portion is exported, bc^ing 
lent to foreign govemqaents, or embarked in various 
llpreign investments, such as railways, mines, irrigation 
^orks, etc. All that portion of our national capital which 
Ip thus exported exercises no immediate influence in 
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raising the wages of our own labourers. It is for the 
time, so far as our own labour market is concerned, non- 
existent. Too little consideration is generally given to 
th(‘< vast amount of capital which is thus annually drawn 
away from England. It would be impossible to state the 
I exact amount ot this drain, but some idea may be formed 
1 of its magnitude by considering the vast amounts which 
’ are annually lent by English capitalists to foreign govern- 
j ments. Almost tivery country in Europe spends more 
i than its revenue, and the deficiency is to a considerable 
I (extent supplied by loan.^ raised in England. 

J This exces.sivc expenditure was caused by the example 
of tlie imperial government in France, for with the csta- 
I blishmeiit of tlie Second Empire commenced that system 
of rivalry in military armaments which is mainly respon- 
sible for the great increase in the national debts of almost 
all Euro|.)ean countries. It is ])erfectly well known that 
England has supplied a very considerable proportion 
of the loans t which have been raised by Russia, Italy, 
Turkey, and Egypt. This*" being the case, we are able to 
form sbine idea of the extent to which, during the last 
30 years, English capital has been exported, instead of 
being reproductivcly employed in home industry, when it 
•is found that between the years 1(S48 and 1886 the na- 
tional (ftbt of Russia incit^ased from 100,000,000?. to 

588.000. 000?,, anjl that of Italy from 80,000,000?. to 
458,600,000?. Turkey raised her first foreign loan in 
1854; since that time by repeatedly borrowing, chiefly 
in the London money market, shn has accumulated a 
debt of 223,000,000?. Eg 3 rpt raiseci her first foreign loan 
in 1862, and her debt ii^l886 was 103,000, 000\ A great 
amount of English capital was also invested in the loans 
which ^ were raised by America during the Civil War. 
Again, various industrial enterprises, sucH as railways, 
which have done so much tm stimulate the production 
of wealth in England, have alsc^ exercised a power- 
ful influence in causing capital to be exported from 
England. Thus, in a few years no less a sum than 

90.000. 000?. of English^ capital •was invested in Indian 
railways. We therefore think that the small increase 


1 These figures are obtained from the late Mr Dudley Baxter's work 
on National Debts, and from the Statesman's Year Jiook, 1887. 
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which there has been in the remuneration of labour in 
this country, when compared with the increase in her 
aggregate wealth, may be partly accounted foi* by the, 
fact that only a portion of the wealth possess()d by 
England is invested as capital in her own industry, and 
it is this portion which can alone produce any immediate 
effect in raising the wages of her labour^'rs P]-obably, 
however, the circumstance that has had the greatest effect 
ill retarding an increase in the rcuiiuiitiration of labour 
is the fact that hitherto, whenever thercj has been an 
advance in wages coiisecjuent <jii an increasiul dcunand 
for labour, two powerful intliuuices have been brought, 
into operation again to reduci‘ wag('s; for it has betuj 
shown that additional wages not only stimulate an yi- 
crease of population, but also cause tJui adoption of various 
m(jans for economizing labour. 

As almost every ‘[uestion concm*ning wages is inti- 
mately coniK'cted with the laws of [M»pulalb>n, il^ will b(i 
desirable here to make some reference (<> laws, and 

to the distinguished economist* by whom they were first 
expounded. Malthus enunciato(l,these laws in his cc‘]fd)ratc‘,d 
Essay on Populatu^}, publislu^d in l79cS, a, work wliich gave 
a new aspect to the speculations of political economists. In 
this essay the restraints upon population are classified as* 
positive and preventive. Positive cheeks on p?)pulation 
are, according to Malthus, causes over which an individual 
has 110 direct control, sucdi as the mortality arising from 
famine, disease, or the ravages of war. In all civilised 
countries a certain number of people are restrained from 
early marriages by feelings of prudence, and then the 
population is kept down by what Malthus called a pre- 
' ventive check. Malthus examines the social condition of 
each country, with the view of ascertaining whether pre- 
ventive or poiitive checks arc the more efficient in restrain- 
ing their population. The jjpscription which from this point 
of view he gives of 4he most important countries may be 
still read with great interest. His entire essay is most 
suggestive, and the time which has elapsed since its first 
^appearance at the comn^encement of the present century, 
^as detracted little from its value* or importance. 

It is quite evident that population must be restrained 
^ some cheeky for if all married when they arrived at 
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would scarcely even offer standing-room for the countless 
population millions that would be born. This may be exemplified by 
invariably illustration from natural history : ‘ the elephant is 
reckoned the slowest breeder of all known animals, and I 
have taken some pains to estimate its probable minimum 
rate of increase. It will be under the mark to assume 
that it breeds when thirty years old, and goes on breeding 
until ninety years old, bringing forth three pairs of young 
in this interval. If this be so, at the end of the fifth 
century there would be, alive fifteen million elephants, 

^ descended from the first pair'.’ It is stated in the late Prof. 
Cairnes s Essays that the population of Ireland more than 
do^ubled itself in the thirty-eight years between 1767 and 
180.5^ The population of a country, under favourable 
circumstances, has been known to double in a period of 
twenty years, and so great is the power of man s multipli- 
cation, that the world might soon be far more densely 
popidated thaji it is now, by the progeny of a single pair, 
if none of these positive of preventive checks which act in 
variouif countries were bro^ight into operation. It is the 
opinion of Malthus, that throughqjit tliQ East, and formerly 
in most European countries, the population has been 
^restrained by such positive checks as famines, destructive 
wars, negligent rearing of •children, and the unskilful 
treatment of terrible diseases, not unfrequently caused by 
an insufficiency of food, which often appeared in the 
form of periodic plagues. It is estimated that the plague 
known as the Black Death, which swept over Europe in 
1347-8, destroyed in England alone ^the lives of more than 
one half of the population. In almost every country these 
positive checks still operate, but with much less powerful 
effect. In England, for •instance, there is a great mor- 
tality amongst the children of the poor, whieh is no doubt 
chiefly due to the unfavourajjje circumstances in which 
they live. In many districts one ihalf of the children 
belonging to the poorer classes die before they are five 
years old. In some European countries, population is 
restrained by law. In Norway^ no couple is allowed to 
marry until it can be proved that the man and wife pos- 

^ Darwin, Origin of Species. 

* Political Essay by Prof. J, E. Caimes. 
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iss jointly a certain amount of money. In other countries, 
irudential feelings, which almost amount to a general 
;%U8tom, prevent early marriages, and in this mann(3r re- 
jstrain population. In some of the Swiss cantons, a man 
IJrarely marries before he is thirty, nor does a woman marry 
' efore she is five-and-twenty. 

In some* exceptional cases the condition of ilie lahoiir- 
Lg classes may for a time suffer no deterioration, although 
either positive nor preventive checks on population are in 
ery a(;tive operation. In a new colony with a healthy 
limate, aiid a great breadth of’ fertile aiul unoccupied 
nd, population may for a time* continue ^o expand with 
arcely any let or hindrance; but in a country like England, 
the population were not restrained by some ch(*cki^the 
ibour-inarkct would soon becoriu‘ so redundant that tlie 
tourers would be reduced to abject poverty and misery, 
middle and upper classes display, as a general rule, 
dderable prudence: tliey do not ofUn marry unk'ss 
have a reasonable prospi'ct of l>eing a.l)k‘ to bring up 
mily in a state of social comfort, siinilar to that to 
ich they themselves have l)«en accustonud. Hut the 
•urors, who forwi the majority of the po])ulation, are 
slightly influenced by such cautious ton ‘sight. Ev(‘n 
■ifling ternporiary improvement in their materia) j)roS“' 
ity acts as a powerful imptdse to induce them marry; 
it is a dcnionstrated statistical fact,* that the number 
ilnarriages invariably iiicn^iises with any temjiorary im- 
ernent in trade. As previously remarked, the reports 
he Registrar-Geuey.ll yn-ove that if any yjarticular branch 
industry becomes pro8y>erous, there is immediately an 
lasc in the number of marriaf^s among those who are 
iloyed in it. . In the case of the labouring classes, pru- 
ce is in a great degree replaced by other restraints 
>n populatfon, which indicate a state of society deeply 
be deplored. Of the cl%ildren belonging to the upper 
middle classes, l?hly twenty y)er cent, die befon* the 
of five. This proportion is more than doubled in the 
of children belonging to the labouring classes. This 
b mortality amongst »poor chydren is caused by neg- 
by want of. proper food, and by unwholesome dwell- 
; sometimes the parents are too poor to rear their 
gn properly, but too frequently the premature death 
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of children is due to drunkenness and other excesses of 
which their parents are guilty. If, therefore, the chil- 
dren of the poor had during the last ten years been 
treated with proper care, there would be in this country, 
at the present time, above a million more children than 
are now living. In this manner the supply of labour may 
be vastly increased. And yet, if any faith is placed in 
the progressive improvement of the people, it must be 
believed that the check upon population just noticed, so 
replete with misery, and associated with so much human 
depravity, will be gradually weakened. But* if this be 
oSO, then it becomes of paramount importance that the 
labourii^ classes should, with regard to marriage, exhibit 
prudence; for if increased prudence is not exercised, 
when these positive checks upon population are removed, 
the labour-market will be so over-supplied, that the 
material condition of the labourer must rapidly deteriorate. 

One check upon population, which has not yet been 
referred to, ^as relieved this country of much surplus 
labour and has been peculiarly beneficial in all its other 
consequences. For many,., yefirs past, there has been a 
large emigration from the United Kingdom to the United 
States, and to our various colonics. Between the years 
t^l848 and 1864 the total number of emigrants from the 
United Kingdom was 3,863,000: and although of late 
years there have l^ecn fluctuations in the amount of emi- 
gration, at present there appears to be no likelihood of a 
permanent reduction in its average amount : in 1881 no 
fewer than 243,000 emigrants of British origin left this 
country; [the average for the six years ending 1886 was 
254,000]'. Had there i^ot been this emigration, all these 
persons would have remained at home; the supply of 
labour^ would thus hava been greatly increased and a 
depressing influence would have been brought to bear 
upon wages. But this consideration suggests only a very 
small portion of the advantage whi^h has resulted from 
emigration. Our emigrants leave an over-supplied labour- 


^ [The number of British and Irish emigrants leaving the United 
Kingdom is immensely in excess of the^ number of foreign immigrants 
arriving here. In 1887 the tdtal number of English, Scotch and Irish 
emigrants was 281,487, while the total number of foreign immigrants to 
the United Kingdom was only 23,638, see Parliamentary return issued in 
Maroh IRRft 1 
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feiarket and settle in countries where great natural re- 
sources are undeveloped, and where vast tracts of fertile 
pand are untilled, because no adequate supply of labour 
yias been forthcoming. The retunis to labour applied 
linder such favourable conditions are of course very great : 
Vealth is quickly created, and tracts of land thus peopled 
by our emigrants rapidly become [irosperous coininen^ial 
immunities. Many of the nations which have been, as it 
fere, created by our emigration, afford the mother-country 
; supply of cheap food, and thus confer upon her a most 
BQportant benefit. This naturally leads us to consider 
feher causes which produce a det(^rioration in the condition 
I the poor, and which also impede prosperity, when, in a 
•thickly peopled country like our own, population is jiut 
either restrained, or else relieved by some sucli agency as 
emigration. 

It has been fre(piently stated that agricultural j)roduce 
iust rise in price if it becomes necessary to r(\sort to less 
(foductivc land in order to obtain food foi- an increasing 
»pulation. Kent, as already *demonstratf‘d, doijs not 

i m a part of the cost of pnxUicing food, for the* price 
food is regulated, by the expense of obtaining ))r()duco 
m land which is so poor that it can only pay a nominal 
it. If, thereforjj, the population of this couni ry rapidly 
vanced, and the demand for*food became so grofit as to 
ider the resort to less productive lan^ necessary, then 
od would become much more expensive. It must be 
Iways borne in mind that food must rise in price as 
ppulation increases, unless supplies of cheap food are 
nported from other countries, or agricultural improve- 
|ienis render our own soil more prj)ductivo. If, therefore, 
migration does not relieve the labour-market of its 
arplus population, the condition* of the labourer wjll be 
iyuriously affected in two distinct ways: in the first 
^lace, his money-wages will%diminish, owing to the over- 
^wding of the labour-market; and secondly, tlie neces- 
iaries of life will rise in value, because there will be a 
greater demand for food. If our constantly-increasing 
iopulation had to be supplied with food entirely from our 
mn soil, it is doubtful whether a sufficient quantity of 
Ken the necessaries of life could be obtained; but if there 
not an absolute dearth of provisions, food would 
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under such circumstances enormously rise in value, and 
the greatest distress amongst the labouring classes would 
be sure to ensue. 

The remarks just made upon the tendency of food to 
become dearer as population advances, indicate another 
most beneficial influence resulting from emigration; for 
not only is the home labour market relieved by emigra- 
tion, but it also promotes the development of countries 
to which England must chiefly look for supplies of cheap 
food. Emigration, therefore, is not only a check upon 
population, but it is in every respect most beneficial in its 
results ; it causes wages to rise, or rather prevents their 
fall in those countries from which emigration takes place ; 
aiicl^by providing supplies of cheap food, it indirectly con- 
fers upon the labouring classes another most important 
advantage. It must, however, be remembered that emi- 
gration will, after a time, cease to be a remedy for over- 
population. Some of the facts already mentioned show 
that population has, under favourable conditions, such a 
high rate of geometrical increase, that our colonies might, 
before* a long period has relapsed, become as thickly peo- 
pled as the mother-country. Emigration would then no 
longer afford relief. 

It has now been pointed out that thp average rate of 
wages i^ceived throughout •the country depends upon a 
ratio between coital and the number of the labouring 
population. The capacity of increase is so great, that if 
some powerful checks are not placed upon population, the 
condition of the labourer must rapidly deteriorate; for the 
greatest accumulation of capital tliat has ever occurred 
would entirely fail to create a demand for labour in any 
way proportionate to the supply of labour which would be 
forth(jpming, if mans power of multiplying his species 
were not restrained by some very efficient Causes. When 
indicating the various ways in which population may be 
restrained, particular importance has been attributed to 
emigration, in the case of a thickly peopled country such 
as England. The future progress of such a country de- 
pends to a great extent upoi^ her capacity to obtain 
supplies of cheap fooJ; it has been shown that emi- 
gration not only relieves her from the burden of a surplus 
population, but also powerfully promotes the development 
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i>f those new countries from which cheap food is mainly 
imported. 

Many important questions connected with wages still 
remain to be explained; such, for instance, as the dif- 
ferent rates of remuneration received in different employ- 
ments. For not only are higher wages paid in some 
K trades than in others, but it may be rreqnently observed 
Ithat the wages of one particular class of workmen may 
[rise or fall to a very considerable extent without any 
f variation at the same time taking place in the wages of 
'other employments. Special circilmstances are connected 
with various employments, which must have the effect of 
producing permanent variations in the wages paid in 
different trades. Adam Smith divides the (;auses whioh 
j)roduce different rates of wages into the five following 
I classes : 
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I 1st. The agreeableness or disagroeabhmess of the ern- 
i ployments themselves. 

[ 2nd. The easiness and chea|^uiess or the didiciilty and 

i ^*^xpenso of learning them. 

8rd. The constancy or iiicowstaiicy of employnfent in 
hem. 

4th. The small or gn^at trust which mtist h(\ reposed 
n those who exeijjise them. 

5th. The probability or improbability of success in 
hem. 

Examples of the efflticts which may bo attributed to 
ach of these different kinds of causes will readily suggest 
hemselves. A colliei; proverbially earns higher wages 
'than even many skilled workmen in his own district. 

collier, not w^orking so many, hours in a day, earns 
teore wages than a carpenter. But coal mining is not 
i^only a very laborious, but a very dangerous ocem^tion. 
I^e work is dirty : a man has to labour in the dark, and 
plen in very bad air. Wten all these circumstances are 
ii^nsidered, it is easy* to understand that men would not 
^rk in coal mines unless they were induced to do so by 
^y high wages. 

11 The second circumstance mentioned by Adam Smith 
&obably produces a greater influence on wages. If a 
nde is difficult to learn, an apprenticeship fee has often 
be paid as a premium for the necessary instruction. 
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This, in the first place, greatly limits the number of those 
who can be brought up to the trade, for comparatively few 
labourers, even if they were inclined to do so, have the 
means to pay such a fee for any of their children : but the 
apprenticeship premium represents only a very small por- 
tion of the cost a parent must bear if he brings a child up 
to a skilled trade. An apprentice not unfrequently works 
four or five years without receiving any wages at all, 
and therefore such a youth, until perhaps he is twenty 
years of age, must be kept by his parents. If, however, he 
had entered upon some ordinary unskilled employment, 
he would have been receiving iiicreasiiig wages from the 
time he first began to work. Every skilled workman has 
a certain amount of capital spent in gaining the 
skill his trade requires, and this capital would of course 
not be spent unless an ample future return was given to 
it in the form of higher wages. The difference in the 
wages of skilled and unskilled labour represents a large 
return to the capital winch has been spent in the skilled 
workman’s education. This must be so, whilst so few of 
our workmen have either the foresight or the means to 
bring their children up to some skilled employment. 
Skilled workmen therefore possess, as it were, the ad van - 
' tages of a monopoly. In some skille€l employments a 
monopoTy is created by nature, for the skill needed 
is so great that, few have the natural capacity ever to 
acquire it. Thus, as previously mentioned, there is a 
very limited number, amongst all the •watchmakers in 
England, who can ever ac(|uire that delicate accuracy of 
workmanship which is needed in the construction of a 
chronometer. Such workmen, therefore, arc endowed with 
a natural monopoly, and they can, within certain limits, 
obtaip almost as high wages as they choose to demand. 
Comtancy The third circumstance mentioned by Adam Smith — 
0/ the e.in- namely, the constancy or inc«stancy of employment — he 
pioynietit aptly exemplifies by the case ftf builders’ operatives., 

‘ In the greater part of manufactures a journeyman mad 
be pretty sure of employment almost every day in tl^. 
year that he is able tg work. %A mason or bricklayer, oh 
the contrary, can work neither in hard frost nor in foul 
weather, and his employment at all other times depends 
upon the occasional calls of his . customers. He is liable, 
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in consequence, to be frequently without any work. What 
he earns, therefore, while he is employed, must not only 
maintain him when he is idle, but make him some com- 
pensation for those anxious and desponding moments 
which the thought of so precarious a situation must some- 
times occasion. When the computed earnings of the 
greater part of manufacturing operatives, accordingly, are 
nearly upon a level with the day wages of common la- 
bourers, those of masons and bricklayers are generally from 
one half more to double those wages.’ 

With regard to the fourth eau'se mentioned by Adam 
Smith, it may be remarked that, when a great amount 
of trust is requisite to be reposed in a labourer, his wages 
are of course higher. A labourer, when he has demon- 
strated that he possesses such qualities as will cause' his 
employer to place confidence in him, can claim higher 
wages, and the employtjr who gives these higher wages 
is abundantly recompensed. A jeweller has to intrust 
valuable propei’ty to his workmen, and if confidence 
could not be reposed in these 'Vorkinen, their employer 
; would be at a considerable ouUay in order to have them 
t constantly watched^ and he would be likewise subjected to 
various other losses and annoyances. A considerable por- 
vtiou of the cost gf any commodity does not arise from the 
(labour employed in actually •producing it, but u caused 
by the expense of superintending and watching this labour. 
An employer might dispense with such an outlay if ho 
Ifelt assured that his workmen could be trusted ; and such 
[an employer would rqadily devote a part of the expense 
thus saved to raise the wages of those he employed. 

The following is the fifth and li^st cause enumerated by 
iAdam Smith. ‘ The wages of labour in different employ- 
?vmjents vary according to the probability or improbability 

! success in ‘them.’ The circumstance but very slightly 
ects those who are usu£^Jy considered to belong to the 
ge-receiving class.**» If a youth is brought up as a shoe- 
Jer, it is almost certain that he will acquire the art 
fshoemaking. In some of the liberal professions, how- 
3r, such as the law and^edicine, the large remuneration 
seived by a few may perhaps be considered to be partly 
interbalanced by the number of those who fail to earn 
competency in any degree proportioned to the expense 
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which their professional education has involved. But we 
think Adam Smith, even in the case of the liberal pro- 
fessions, has attributed too much influence to the cause 
above mentioned. The uncertainty of success in such a 
profession as the bar is not due to a difficulty in ascer- 
taining beforehand whether an individual possesses those 
talents which will fit him for such a profession. Success 
is uncertain, because it depends on extraneous conditions 
which an individual cannot control. A barrister may have 
brilliant abilities, but unless he happens to be acquainted 
with solicitors ho may wait for years without a brief. In 
many professions, too, although the fees paid appear to be 
high, yet the avcjrage earnings are extremely small. More- 
over, in the choice of a profession other motives act more 
po\Vnrfiilly than a prospect of gain: a profession gives 
position in society, and men of property often join one 
(.)f the learned professions in order to give them an 
occupation : hence the competition for employment is 
artificially increased. When tli ere fore any question is 
considered relating to w^ges, or to the profits of trade, 
a disikiction ought to be. made between the liberal pro- 
fessions and other occupations which, are resorted to al- 
most entirely for the purpose of gain. A clergyman who 
jis only obtaining lOOZ. a year, may feel assured that if he 
were engaged in some other, occupation liis income would 
be far larger ; but such a man may be prompted by a 
high sense of duly to enter the Church, or he may be 
inllueiiced by the social position he obtains from being in 
it, and therefore he chooses his profession independently 
of pecuniary considerations. Witli regard to trade, no 
such feelings can exercise any practical influence ; no one 
j can feel that it is his 5 uty to be a grocer rather than a 
baker ; a man usually chooses the trade or employment to 
which** he h«as been brought up, or the 011%, in which he 
tliinks he can earn the most m^iney with the most pleasure, 
or rather the least inconvenience to kimself 

The five classes of circumstances to which Adam Smith 
attributes the different wages paid in different employ- 
ments have now been enumerated. Considerable influ- 
ence is no doubt produced by each of thei \ classes of 
circumstances; but wages are perhaps more\^cted by 
other causes which are much less frequently c^V^dered. 
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For instance, a fact with regard to wages must have been 
noticed by even the most casual observer, that not only 
do the wages of different employments vary, but there i 
are great variations in the wages obtained in the same 
employment in different parts of the country ; it may, 
moreover, be remarked that variations of this kind are par- 
ticularly striking with regard to many uuskillod employ- 
ments, During the winter months an ordinary agricultural 
labourer in Yorkshire earns sixteen or seventccui shillings 
a week. The wages of a Wiltshire or Dorsetshire labourer 
doing the s^ime kind of work, an(> working a similar num- 
ber of hours, are only eleven or tvvelv(‘ shillings a week.^ 
This great difference in wages is not (iounterbalanced by 
other considerations ; living is not more expensive ,in 
Yorkshire than in Dorsetshire, and the l^orsetshire la- 
bourer does not enjoy any particular advantages or privi- 
leges which are denied to the Yorkshire labourer. This 
inequality in wages is not merely a buuporaiy difference, 
and the question naturally arises. How caq such a great 
variation in the wages of the ^ame einployinont be per- 
.manently preserved? Why /Iocs not tin; Doi^cd.shire 
labourer rcimove tu Yorkshire, where he would be able to 
'obtain forty per cent, more* for his labour f The obstacles, 
Towever, to suc|^ a migration are too formidable to be;* 
overcome even by such a psemium as is offered by this 
difference in wages. In the first plg^ce, a Dorsetshire 
labourer of the old school can seldom either read or write; ; 
ne therefore has little or uo information with regard to 
Ibhe wages paid in other districts. His ign(jran(;e magnifies 
fthe difficulties of removing to a distant part of the 
^untry, and makes him disinclijied to leave the locality 
^ which he has been accustomed. Again, if he has a 
pnaily, he is far too j)oor to pay the expense of cunvey- 
them to® a comparatively distant place: for it is a 
that in those countiof where wages are lowest, an 
icultural labourei^has rarely saved even a few shillings. 
The combined influence of the causes just enumerated 
Ivents labourers readily migrating from one district to 
Ither in order to ava/l themselves of the advantages 
aich they would secure from a greater demand for their 
Our. A more accurate conception is therefore ob- 
liod of many of the phenomena connected with wages, 
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if a country like our own is considered to be composed, so 
far as certain classes of labourers are concerned, of distinct 
provinces between which there is little migration of labour 
and in which within certain limits different rates of wages 
prevail, or, in other words, different relations exist between 
population and capital, or between the demand for, and the 
supply of, labour. It is important to bear this in mind 
when we practically apply those general laws of wages 
described at the commencement of this chapter. But let 
it not for one moment be supposed that these laws are less 
true because it is necessary to place some limitation upon 
ttheir general application. The wages of the Dorsetshire 
labourers depend as absolutely on a ratio between capital 
and population as if these labourers readily passed from 
on(^ part of the country to another; but their wages are 
far more affected by an increase or decrease of capital and 
population in their own district than by any change in the 
capital or population of the whole country. It is also 
evident that if Dorsetshire labourers will not go to York- 
shire, -the wages of the Yorkshire labourers are not affected 
by an Increase in the pfi|)ulation of Dorsetshire. But 
wages in Yorkshire will inevitably be affected if there is 
any alteration in the amount of the capital invested in 
‘l-he district, or if there is any increase or, decrease in the 
number bf those who are seeking employment in the 
locality. If, there/ore, the wages in any particular district 
are too low, there is only one way in which they can 
possibly be raised. Mere sympathy can do little in ad- 
vancing the wages of the Dorsetshire labourer: his con- 
dition can only be improved either by employing more 
capital in agriculture in ^Dorsetshire, or by restricting the 
supply of labour. This may be effected either by foreign 
emigrs^ion, or by some of the able-bodied labourers re- 
moving from these ill-paid districts to localities where 
wages are higher. 

Every year various causes are in Operation which act 
with increasing effect to lessen these inequalities in wages 
which we have just been noticing. A few years since the 
greatest differences in tl^e price «f commodities prevailed 
in different parts of the country. Communication was so 
difficult, that some article of food which was often an ex- 
pensive luxury in one part of the country could be had in 
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E Sundance in another part. Poultry was four times as 
Bar in London as in many country districts. Railways 
Give changed all this, and now provisions are almost as 
leap in London as they are at a distant place like Aber- 
Ben ; and as people gradually avail themselves of the easy 
Leans of communication between one district and another, 
ages in the same employment will throughout the country 
aproximate to one uniform rate. The more intelligent 
P our workmen freely leave the place in which they 
f are employed if they think that by doing so their pro- 
spects are improved. As our aj^ricultural labounu's gra- 
dually become more intelligent, they will show an ecpiak 
readiness to avail themselves of any advantage offered to 
them by a more favourable state of thii labour-market in 
some other locality. 

Although it has been statc^d that a higher average rate 
of wages prevails in Yorkshire than in Dorsi^tshire, yet 
the causes which produce this dilference. in vv^‘ig(*s have not 
yet been fully explaine<L We must imjuiiv why does the 
capital invested in agriculture in Yorkshire bi‘ar a different 
relation to the number of th(i jjigricultural populatfon from 
that which it bears in Dorsetshire? Yorkshire, unlike 
Dorsetshire, is not merely an agricultural county: it has 
'many most thriving manufacturing indusfri(\s; tluTcfor^ 

\ in the former county a great many other emf)loyment.s 
I besides agriculture com])ete for the laliour of the agricul- 
i tural population. It is true that an agricultural labourer 
I is not suddenly converted into a cloth -weaver. Such a 
I transition rarely tak^s place, but if there is a manufactory 
I close at hand, many of the children of the agricultural 
I labourers will be employed in it. There is always con- 
nected with an active manufacturing industry much sub- 
jsidiary work which can be performed by an (ydinary 
f labourer. Thus in the Dowlais iron works in South Wales, 
: there are no less than fi)0 horses, which of course re- 
■ quire a great number of men to superintend them. Such 
i work, consequently, draws off many labourers from agricul- 
|ture, and thus the higher wages paid to agricultural 
iabourers in the manufacturing .districts may be entirely 
Explained by those general laws which regulate all wages : 
for in this, as in every other case, it is a question between 
Population and capital ; the agricultural population of the 
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manufacturing districts being diminished by the frequent 
employment of the labourers themselves in other work, 
and by the engagement of their children in the manufac- 
tories. 

Before concluding this chapter it will be important to 
explain the inducnce which is exerted on wages by what 
is called good or bad trade. In England, where capital is 
accumulated with such rapidity, the amount of capital 
invested in any particular industry could be immediately 
iucn^ased beyond almost any assignable limits. Suppose 
the prospects of the cotton trade were so good, that the 
^Lancashire manufacturers thought they could profitably 
invest an additional 10,000,000/. in their trade. Many of 
tln^m would withdraw capital for this purpose from other 
investments, and there would be no difficulty whatever in 
making up the whole 10,000,000/. required by obtaining 
advances from bankers and others on the credit of the 
individual inauiifacturers. It would not, however, be 
possible with ^jqual rapidity to make such an increase in 
the labour employed in any particular industry. One who 
is accustomed to other woiji cannot without considerable 
practice acquire the skill of a cottoTi operative. Many of 
the processes of cotton-spinning could not probably be 
learnt by an adult, for their manipulation , requires fingers 
trained ftom childhood. Ne^v capital in various forms, 
such as larger (quantities of raw material, may be at once 
brought into any particular industry; but when those who 
have b(‘en accustomed to the industry are once fully em- 
ployed, an increased supply of labour can then be only 
gradually obtained. Hence it appears that the labourers 
of each separate trade possess, so far as the supply of 
labour is concerned, a monopoly for a limited period, 
"fhis will explain the benefit which is observed to result 
to any class of labourers when their special tfade happens 
to be prosperous. Reverting for an illustration to the 
manufacture of cotton, let us consid^^ what takes place 
when this trade is unusually active, as it was during the 
years 1872 — 73. Throughout this period cotton manu- 
facturers realized such lar^e profit^, that they were anxious 
to spin as much yarn and weave as much cloth as they 
possibly could. They therefore had every inducement to 
apply to their business the greatest possible amount of 
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capital that was practicable ; so far as depended upon the ii. 

supply of capital, the cotton trade might have been at 
once indefinitely extended ; but new mills and machinery 
require time for their erection. It was no use therefore 
for a manufacturer to buy more raw material, or employ 
more labour than was suited to the mills ancl machinery 
at his command. But every manufacturer during such 
times does as much trade as possible ; he therefore com- 
petes for labour; every cotton operative is thus certain 
to be fully employed at very high wages, and consecpiently 
the prosperity of any particular Branch of trade confers a 
great temporary benefit upon the labourers who are* 
engaged in it. We say temporary benefit, because if the The benefit 
good trade continued, and wages remained e.xceptionfJly 
high, an additional supply of labour would at length be 'the\a-^^ 
rorthooming. People would be gradually attracted from houren is 
'>ther worse-paid employinents, because the high wages 
^ould offer them a temptation to learn the t rade whicfii wtis 
exceptionally prosperous. Every parent In the district 
vould have a great induceniiuit to bring his children up 
this trade ; and this aceessi(m of juvenile laboift would 
)e the chief source.from which would be gradually supplied 
111 additional quantity of labour, sufficient t(.) meet the 
ncreased demands of the trade. If the skill which any 
ndustry requires is particularly great, th(^ lalTourers of 
he trade possess a more complete inonopoly, because 
inder such circumstances it would be more difficult and 
ake a longer time to import labour from other employ- 
nents. The labourers fully understand the advantages of 
L trade monopoly, and they constantly strive to maintain 
uch a monopoly by various restrictions as to the number 
f apprentices admitted into any trade. In order to effect 
hese purposes, Trades’ Unions have been establisl^d. It 
dll be bettdH:, however, to defer our remarks upon these 
3 cieties, and the various ^thcr means which have been 
ften resorted to, itf order to secure higher wages, until 
tie subject of profits has been discussed ; for a complete < 
ivestigation will then have been made into the general 
ms which regulate th^ distribution of wealth into the 
iree primary divisions of rent, w^ages, and profits. 
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R ent, wages, and profits, the three portions into which 
wealth is distributed, denote the remuneration re- 
ceived by different classes of individuals for the assistance 
which they render towards the production of wealth. 
Those who own land receive a remuneration in the form 
of rent when they permit others to use the land. Those 
who apply their labour to the production of wealth receive 
w^ages as a remuneration for this physical exertion; and 
profits denote the remuneration which those receive who 
supply the remaining requisite of production, namely 
capital. As capital is the result of saving, the owner of 
capital exercises forbearance when he ^ves his wealth 
instead o^ spending it ; profits therefore are the reward of 
abstinence, in the game manner that wages arc the reward 
of physical exertion. If an individual invests a certain 
sum in any productive employment, his profits will consist 
of the entire surplus which remains after the capital has 
been replaced. Suppose an agriculturist cultivates his 
farm with a capital of 5JOOOI. ; this capital will be com- 
posed of many different elements, such as stock, imple- 
ments, and a fund from which he is able to advance the 
wages of his labourers. The profits of th6 farmer will 
consist of the surplus which reqjains, when from the whole 
produce of the farm sufficient has b#en deducted to re- 
place the original 5,()00Z., the value of the capital which 
the farmer possesses. But in such a case these profits of 
the farmer will not simply^ represeat a return to his capital, 
or, in popular language, interest for his money ; the fanner 
has probably given his own time and labour in watching 
those whom he employs, and in superintending the various 
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[pcrations of his farm : he has of course to be remunerated “• 

pr his time and trouble, and therefore part of his profits v ^ 

[ presents the wages properly due to this labour of super- 
tendence. Again, every business is attended with more 
less risk. If a man invests his capital in the funds, he 
ay regard it as perfectly secure, but capital invested in 
isiness can never be made equally secure against loss, 
here may be revulsions in trade, or bad debts ; and pro- 
|jerty invested in any commercial undertaking is subject 
to depredations of the dishonest, and in some countries to 
the rapine of internal war. A mpitalist th(3refore must and may 
receive some compensation for the increased risk of loss 
which is incurred when his capital is invested in trade ; a paru. 
portion of his aggregate profits represents this compen- 
sation. The profits therefore which a man obtains ilom 
his business are composed of the three following elements. 

1st. A reward for saving, or, more properly, a reward 
for abstinence. 

2nd. A compensation for the risk of loss. 

3rd. Wages for the labour of^superintendence. 

It is very easy to ascertain tl^e portion of profits which 
ought in any parl^cular instance to be allotted as the 
reward of saving. In every commercial country there are 
investments the security of which is regarded as perfect. In i 
our own country, for instance,, the funds, and stocl# guaran- 
teed by our own Government, are securities which are re- 
garded as free from risk. The interest which is obtained 
from capital invested in these securities may be considered 
as entirely the remuneration for saving. He who so invests 
his capital cannot receive any remuneration for risk, when 
there is none, and the investment entails no labour upon 
him. The interest which is obtained from such securities is 
termed the current rate of interest ; and therefore the first 
element of which profits are composed may be Slways 
estimated in amount by th^ current rate of interest. If 
the current rate of interest is four per cent., a capital of 
pjOOOZ. would secure a profit of 200Z. without the slightest 
iisk or trouble. A person therefore who has o,0()0i. in- 
vested in his business nj^ght consider that 200t of his 
annual profits represents interest* on capital, or, in other 
jwords, is the remuneration which he receives for his absti- 
l^nce. 
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111 many cases it is more difficult to estimate the amount 
of the second of the three elements of which profits are 
composed — namely, remuneration for risk. Sometimes, 
however, a man of business pays to others a certain por- 
tion of his profits to compensate him for any particular 
loss or risk to which his business may be exposed. Such 
a payment is termed an insurance. In this country it is 
almost an universal ])ractice to insure against fire. Mer- 
chants insure their vessels against shipwreck ; farmers not 
infre(][uently insure their crops against the loss which may 
be incuiTcd by severe hailstorms ; farmers may also now 
. insure their live-stock. The sum which is spent upon any 
of these insurances has of course to be deducted from the 
gross profits; but such insurances cannot cover the whole 
risk to which an individuars capital is exposed when in- 
vested in business. Thus the whole of a farmer’s profits 
may be destro}^cd by unpropitious weather. For a suc- 
cession of years between 1875 and 1882, crops were so bad 
owing to unpropitious seasons that many farmers obtained 
no profit whatever ; but although it is very difficult to ap- 
portioif the exact arnounto of profits which might, in any 
particular business, be considered as a fair remuneration 
for risk of loss, yet it can be readily ascertained that some 
•businesses and trades are subject to fixr greater risk than 
others ; Itnd therefore wo shpould expect to find that the 
profits would be greatest in those trades which are most 
hazardous, so thifct the increased risk may be thus com- 
pensated. If an individual embarks his capital in some 
undertaking which he does not hiyiself superintend, but 
which returns him a large interest, the excess of the in- 
terest so obtained abqye the current rate of inter(.\sl 
represents the increased risk. Shares could at one time be 
purchased in English copper mines which paid an interest 
of 10 per cent., but it is impossible to foresee how long a 
copper mine will continue jjjroductive; every indication 
may be most promisii^,.but a slight alteration in the 
strata may at once de.#roy the value of the lode. If 
therefore, an individual obtained ten per cent, from a cop- 
per mine when the current rate^of interest was only fom 
per cent., six per cent, might have been regarded as s 
return for the hazardous nature of the speculation. 

The amount of the remaining element of which profits 


and remc- 
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xre composed — namely, the remuneration for the labour 
superintendence — may be estimated by deducting from 
the gross profits the amount due to the first and second 
3lements of profit which have just been mentioned. The 
remuneration, which is obtained for this labour of super- 
ntendence, is influenced by many of the same causes which 
affect the wages of ordinary labour. Some employments 
require for their superintendence greater skill and greater 
mticnce than others; some are more disagreeable to 
iuperintend than others. If this be so, then the remune- 
ution of the labour of superintendence will be greater in 
)ne case than in the other. The caprice of society often 
pves to some employments a social dignity, which is re- 
used to others; and this consideration enables us to ex,- 
)lain the proverbially low profits obtainc'd in this counfry 
rorn farming compared with the profits of many retail 
rades. Society now considers that a man of high family 
nay with propriety occupy himself with farming; agri- 
ultui'al pursuits arc extremely healthy anti thoroughly 
longenial to English tastes. It*is not usually suppos(»d 
hat a person re(]uiros a tedious»apprcnticeship, or an ex- 
pensive special edgcation, to qualify himself to be a 
ariner. Many men, therefore, consider that they are al- 1 
aost sufficiently. Remunerated for the labour of super- : 
atending the cultivation of their farm by the heajith and 
pleasure derived from the occupation. They therefore do not 
xpect to receive any considerable return for their labour 
f superintendence. The gross profits of farming are con- 
equently smaller than the profits of many retail trades. 

L grocer not only expects to receive as much interest upon i 
he capital invested in his business as does the farmer, > 
ut, in addition to this, must also receive an adequate | 
3muneration for superintending the details of his business. | 
L man is indi^ced to carry on the grocery trade, by no i 
ther object than to obtain mrofit from it ; he is not at- I 
racted to the occupation by the prospect of securing health ' 
ad pleasure. 

. Interest on capital, insurance for risk, and remuneration 
}v labour of superintendence, are therefore the three 
laments of which profits are composed. The first, interest 
i Capital, is represented by the current rate of interest, 
li therefore mav be reorarded as a constant auantitv for 
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all occupations at the same time, and in the same country. 
We say at the same time, and in the same country, because 
not only is the current rate of interest much higher in one 
age than in another, but very different rates of interest 
prevail at the same time in different countries. Thus the 
current rate of interest in England is now rather less thfm 
8 per cent., whereas, two centuries since, it was at le^t 
eight per cent. ; although, at the present time, the current 
rate of interest is under 8 per cent, in England, it is about 
eight per cent, in Australia. The cause which produces 
these variations in the rate of interest will be explained 
in a future chapter. 

In considering the profits of different trades, the amount 
to bo allotted to interest on capital is the same for all 
trades in the same country ; the different rates of profit 
which prevail in different occupations must, therefore, be 
attributed to variations in the remaining components of 
profits, namely, insurance for risk, and remuneration for 
labour of superintendence. If larger profits are obtained 
in one trade than in ailother, we must bo sure that, in 
the c«:ie trade, capital i^ subject to greater risk than in 
the other, or the labour of superinttinding the one trade 
recpiires a higher remuneration than in the case of the 
other; if, therefore, in any trade a ppmanently higher 
rate of* profit prevails ihmi in other trades, it must be 
due either to the operation of these causes, acting singly, 
or combined. Agriculture has been cpioted as an example, 
to show that the profits in a particular branch of industry 
may be extremely small, because various circumstances 
connected with the trade cause a^ slight remuneration to 
be given to the labour of superintendence. Consequently, 
the various trades and occupations of which the industry 
of the country is composed, will each have a scale of 
profits peculiar to itself, the appropriate amount of profits 
which belong to each trade Joeing determined by various 
causes, just in the same way as 4he wages of different 
employments are regulated by particular circumstances, 
described in the last chapter. Such an assertion may, 
at first sight, seem to contra4ict a principle of political 
economy, perhaps more frequently quoted than any other ; 
namely, that the profits of different trades have a constant 
tendency to become equalised The principle, when pro- 
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perly understood, is true ; the apparent contradiction admits n. 

}{ ready explanation When the profits realised in any v ^ 

easiness are just sufficient to give an adequate compen- 
sation for interest on capital, for risk against loss, and 
ibr labour of superintendence, then it is said that the 
giitural rate of profit is obtained ; and hence it would appear wMch*may 
^hat each separate trade has a natural rate of profit iieculiar called 
■jO itself, because this rate of profit must give a proper 
'emuiK'ration for the throe elements of which profits are profit. 
jomposed ; and two of these, namely, the insurance against 
isk, and the wages of superintendence, vary in difierent 
ndustrial occupations. If the current rate r>f interest 
)oriiianently rises, an eftect is produced upon the profits of 
Jl businesses, and the natural rate', of profit in every busi- 
ress rises. But if any circumstances should occur which 
hould increase the chance of loss in a particidar trade, 
dthout affecting others, then the natural rate of profit 
belonging to this ])arti(!ular business would be increased. 

^he natural profits of fanning ^re low, because English 
astes are such as to make fanning a pleasurable occupa- 
ion. If the definition which has been given to the term 
natural profits ’ is •borne in mind, there will bi) no diffi- 
ulty in explaining what is meant by the popular expres- 
ion, that the profits in different trades have a tendimcy to 
)ecome equalised. 

The circumstances of various trades aro> intrinsically dif- Profits of 
Brent — ont; business, as we have before remarkc‘d, may be 
more hazardous speculation than another, and the trader not Tend to 
ffio incurs this greater risk must be compensated by per- heemm 
lanently higher profits ; these higher profits, therefore, 
enote a real compensation, not a casual or temporary dis* 
arbance, and there is no tendency whatever to abolish 
he compensation by equalising the profits of the dmore 
azardous trade with those of the less hazardous one. But hut to 

by some disturbing cause# the profits of a business rise 
r fall below that point which has been described to be ^ratTof 
leir natural amount, a tendency at once is brought into profit. 
peration to restore the equilibrium, and to make the pro- 
ts return to their natural* amount 4 this is the equalising 
mdency which affects profits ; but there is no tendency to 
luSQ an uniform rate of profit to prevail in different trades. 

^■'will be important to the modp. m 
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to reduce profits, will be thus brought into operation. 
But it would be very erroneous to conclude that these 
e(j[ualising tendencies are instantaneous in their effects. 
Augmented supplies of capital may be quickly brought 
into any particular trade, but the trade cannot suddenly 
be extended beyond certain limits. During 1859 and 
1860 every cotton mill in Lancashire was probably pro- 
ducing as large a quantity of manufactured goods as it 
possibly could ; the existing machinery was worked to its 
utmost, and however large might have been the supply of 
capital, the quantity of goods manufactured could be in- 
creased in no other way than by erecting new mills. But 
the construction of new mills and new machineiy requires 
time, and during this time those engaged in the manu- 
facture can take full advantage of the high profits. These 
considerations, however, .suggest another circumstance 
which very materially reduces the high profits that pre- 
vail in times of active trade. In the case just described 
it is evident that as manufacturers will be anxio\is to ex- 
tend their business as imieh as possible, not only will all 
their tnills and machinery be in full work, but they will 
actively compete for labour. A considerable portion of 
the new capital which is attracted to the industry will 
consequently, in the first instance, be employed as circu- 
lating (^«^pital, or, in other ‘words, will be paid away in 
wages. It has, Jiowever, been pointed out, in the last 
chapter, that the .skilled labour which a particular indus- 
try requires cannot be suddenly increased by engaging- 
labourers who had Ixion accustomed, to other occupations ; 
consequently the additional amount of circulating capital 
which is attracted to ^ trade by high profits is chiefly 
(unjiloyed, not in obtaining labourers from other branches 
of industry, but in raising the wages of those who are 
already engaged in the tracle. Such a rise hf wages must 
exert a direct influence to r(jduce profits. It has there- 
fore been shown that a rise in the price of raw material, 
a constantly increasing supply of goods, and an advance in 
wages, are three circumstances which are .sure to reduce 
the profits of a particular trade^ when they are exception- 
ally high. These reducing tendencies not unfrequently 
continue so long, that the profits of a trade are ultimately 
reduced below their natural amount; in fact, it may be 
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often observed, that activity of trade is regularly sue- book n. 
^ceeded by a corresponding depression. When, however, ^ 
a trade is so depressed that its profits fall below their 
natural rate, then equalising tendencies are brought into 
operation, which raise the rate of profit; tht^se tendencies 
we will now proceed to describe. 

Let it be supposed that a trade has been affected by The con- 
adverse circumstances, and that its profits are reduced 
below the natural rate. In the autumn of 1862 the cot- 
ton trade was in an extremely depressed state. The pric('- 
of raw cotton had risen so much,* in consequence of the 
American civil war, that it was almost impossible, without 
incurring loss, to manufacture cotton goods at the prices 
they then realised. In fact, it would perhaps have beeji Vrojlu 
advisable for manufacturers to have clos(‘d their mills, liad (^('pressed 
it not been for the sufferings which would have been en- 
tailed upon the operatives. Under siich circumstances it rate tend 
was the interest of the manufircturers to contract their to rise. 
business ; some mills were consecpiently closed, and great 
numbers worked short time. The siqiply of cotton goods 
was thus for nuniy years consaderably diminished. In 
this way a tendency was brought into operation to raise 
prices, and profits were gradually restored to such an 
amount as again fo make the manufacture remunerative. • 

When trade is thriving, everything is done to incit^ast^ the 
capital applied in the business; but wjicm trade is de- 
pressed, a directly o])posite course is pursued ; operations 
are restricted, capital is withdrawn, less is paid in wages, 
and new mills are not. erected. 

The circumstances, however, which threw the cotton Case of th 
manufiicturo into a state of stagnation, are so exc(q)tional, trade, 
, that it will perhaps be more advisable to illustrate o\ir 
remarks by considering the condition of the silk trade in 
this country. • It is supposed, by some, that the t’ench 
possess natural advantages for the manufacture of silk, 

^preatly superior to those 01 our own country. It is, for 
■Instance, said that, owing to the clear atmosphere of 
■France, the silks assume a finer colour than those which 
|ban be produced in Englajid, and the French have greater 
|Mdll in producing to order a dye of any particular shade, 
mbe result is that, at the present time, French silks are 
■Bnsidered to be superior to English silks. The conse- 
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quence has been, that since 1860 , when the duty or 
French silks was removed, the English silk trade has been 
greatly depressed, and its profits have been reduced below 
the natural rate. Let us inquire what will occur if the 
supposed superiority of French silks is permanently main- 
tained. The English silk trade will continue to be de- 
pressed ; but the (luestion arises, Will the profits of this 
trade remain, therefore, constantly below their natural 
rate ? It is impossible that such should be the case, for 
manufacturers will not permanently continue an industry 
from which they realise less profit than that in any other 
branch of trade. Silk manufacturers would, therefore, 
under the circumstances assumed, remove their capital as 
qjiickly as possible from this trade, and employ it in some 
other more remunerative way. The transfer cannot be 
made suddenly ; it will require a considerable time, and 
must cause great loss to the manufacturers. All the fixed 
capital employed in the silk manufacture, such as machi- 
nery and buildings, cannot be adapted to other industrial 
purposes without involvifig a large outlay. The manu- 
facturers, too, will not readily submit to the change ; they 
will struggle with the advei^e circumstances for a con- 
siderable time. No man, even independently of the pecu- 
niary sacrifices involved, would willingly phangc a business 
to which he has been accustomed, and in which he has 
acquired skill, forgone to which he would be a stranger. A 
trade therefore, if its profits were permanently reduced 
below their natural amount, would, after a certain time, 
be entirely relinquished, and individuals engaged in the 
trade would be severe losers. 

It is scarcely necessary to observe, that under these sup- 
posed circumstances the operatives in the silk trade would 
suffer even more severely than their employers. Each 
year as the depression continued the demand for labour 
would steadily , diminish. Wi^es would become lower and 
lower, and a greater number of operatives would be thrown 
out of employment. There are always those who cling to 
hope, after all hope is gone. Many, consequently, would 
remain in the locality, eking qut a miserable existence 
upon alms and parochial relief; and would thus become 
permanently pauperised. Those who are more sagacious 
or more enterprising would recognise the true state of the 
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case, and would meet with promptitude the misfortune 
which had befallen their trade. Before their savings were 
exhausted they would emigrate to some foreign country, 
or migrate to some locality where the demand for labour 
was active. 

It not unfrequently happens when a trade is depressed 
that a great injury is done to the operatives by charity 
and by parochial relief. Labourers are thus induced to re- 
main in the locality in which trade is slack; whereas, if 
affairs were allowed to take their natural course, or, if the 
money subscribed by the charitable were devoted to the 
promotion of the emigration and migration of labour, it 
would greatly diminish the loss which the labourers suffer 
in consequence of depressed trade. During the four ^r 
five years of the American civil war, when the cotlon 
trade of Lancashire was almost paralysed, vast sums ob- 
tained by private subscriptions and by parochial relief 
were distributed amongst the Lancashire operatives. When 
this enormous almsgiving was taking place, too little at- 
tention was paid to a most significant fact. At the time 
when the trade of Lancashire wa« depressed, other bmnches 
of industry were sa flourishing that there was no diminu- 
tion, but an augmentation in the aggregate trade of the 
country. It was, therefore, clearly indicated that there was 
no falling oft’ in the geiua*al (kmand for labour, bift simply 
a transfer of a portion of the demand fryrn one locality to 
another. The natural remedy was consequently to assist 
a certain number of the Lancashire operatives to migrate 
to those localities wljere a new demand for labour had 
arisen. A contrary course was adopted. These operatives 
were virtually bribed to remain jn their own county, and 
the result was in many ways unfortunate. For several 
years after the cessation of the war the cotton trade con- 
tinued to be^ depressed. Many mills worked only half- 
time, and there was in igany localities a considerable 
amount of unemplojped labour. It is evident that there 
would not have been this excess in the supply of labour, 
jp,nd the severity of the subsequent depression would have 
Ibeen greatly diminished, «if a portion of the funds, which 
Iwere spent in charity, had been expended in assisting some 
^of the operatives to seek employment in localities where 
Ifche demand for labour was active. 
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Having remarked upon the equalising tendencies which 
preserve the profits of each department of industry at a 
certain relative amount, designated the natural rate of 
profit, we shall next proceed to consider the causes which 
regulate the general rate of profit prevailing throughout 
the country at any particular time. It has been previ- 
ously stated that the general rate of profit is higher at 
one time than at another, and that very different rates of 
profit prevail in different countries. 

If any manufacture is taken as an example, it is mani- 
fest that the produce is "'shared between the employer and 
, the einployed; or, in other words, between profits and 
wages. In any given case, the more the employer re- 
ceives, the less will be left for the employed ; or, in 
other words, the more is taken in the form of profits, 
the less will be given in wages. If wages take a larger 
share of the produce, profits must take a smaller share. 
Suppose, however, that industry, by the introduction of 
new machinery, is rendered more productive, there will 
them be a greater (juantfty of produce to be distributed, 
and nfore may be apportioned to profits, without the 
slightest reduction in wages. But, although the amount 
of wages received might remain the same, yet it has been . 
•customary for political economists to say, that under such 
circumstft,nces the rate of wages is altered ; for they con- 
ceive that the raj;c of wages is determined by the ratio 
which wages bear to profits. Ricardo employed the ex- 
pressions, ‘rate of wages,’ and ‘rate of profit,’ to explain 
merely the terms of a ratio; and he, won Id have said, that 
even if wages were reduced one half in amount, the rate 
of wages and the rate qf profit would remain unaltered, 
supposing that the reduction in wages was accompanied 
by a corresponding reduction in profits. Although this 
proposition as explained by Ricardo is strifctly accurate, 
yet the language employed in enunciating it, makes the 
statement appear unnecessarily in (Conflict with popular 
opinions with regard to wages. 

In order to understand what is meant when it is stated 
by Ricardo and others that profits depend upon wages, it 
is necessary to hear in mind that profits may be defined 
to be the surplus which remains after the capital has been 
replaced which has, directly or indirectly, contributed to 
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the production of wealth. The proportion this surplus 
bears to the capital which has been so expended deter- 
mines the rate of profit. If the expenditure of a certain 
quantity of capital produces an amount of wealth cvpial to 
three times its value, then the surplus which remains, after 
the capital expended has been replaced, will equal twice 
the value of this capital ; and, therefon?, the rate of profit 
will, in this case, be two hundred per cent. But when it 
is said that capital is expended in the production of wealth, 
it is important to understand what this expression signifies. 

A great portion of this capital iS paid away directly in 
wages ; the remainder is sjrent in pun*hasing materials or • 
machinery; but even when such a material as coal is 
bought, the money with which it is pnrcliased may be^r^v 
garded as indirectly devoted to paying wages; for the money 
for which coal is sold pays the wages of all those who have 
contributed to raise it. The ca})ilal, tlicrelbre, which is 
applied to the produc.iion of any commodity is expendc^d, 
cither directly or indirectly in wages. Th(‘ rate of profit, 
as we have just remarked, depends u})ou the ratio which 
the whole produce raised bears 4o the capital expended in 
raising this produce ; and, since this caihtal is expinided 
in paying wages, Ricardo and others have stated that the 
rate of profit depends u])on wages. This principle, bow-« 
ever, is comparatively useless^ and is moreover not. strictly 
correct unless a particular significatioi^ is given to the 
terms employed in its enunciation. For if labour is ren- 
dered greatly more eflicient, either by better (*ducation, by 
superi<3r management, or by improved machinery, more 
produce will be raised by the application of the same 
quantity of labour. The same capital may bo expended, 
or, in other words, the same amount may be paid away in 
wages; but, in consequence of the superior efiicioncy of 
labour, more tyrill be produced. A greater am<umt, .there- 
fore, will be left to be apportioned to profits; thus the 
.rate of profit will •be increased, whilst wages remain 
Uinaltered. This is in direct contradiction to Ricardo s 
rorineiple, that the rate of profit depends on wages ; and, 
Itherefore, this principle is not correct, unless it is assumed 
bhat the efficiency of labour is a constant (luantity. 

I Mr Mill has shown that the correct way of stating the 
ijrinciple is, that the rate of profit depends on the cost of 
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labour. The cost of labour is determined by comparin: 
the wages the labourer receives with the amount of wealtl 
which is produced by his labour. If, therefore, labour i 
rendered more efficient, the cost of labour is manifestl; 
diminished, because either more produce is raised by th 
payment of the same amount of wages, or an equal amoun 
of produce results from iHb expenditure of a smaller sur 
in wages. When labour is rendered more efficient, i 
has been shown that the rate of profit will rise, althoug] 
the same amount is paid in wages. Hence, if whilst ean 
individual labourer receives the same remuneration, hi 
labour produces more, the cost of labour is diminishec 
The rat e of profit therefore varies inversely with the cos 
of^ labour. From this principle some most important con 
elusions may be deduced. If anything occurs to rende 
labour more efficient, profits will be increased, assuming 
that the labourers receive the same wages as before. I 
also follows that, when labour becomes more efficient, th 
rate of profit, and wages, may both be increased; fc 
profits must be increased if the rise in wages is not s 
great as to make the co»t of labour more than it wa 
before the improvement in the efficiency of labour tool 
place. With regard to agriculture, it has been frequentl; 
^.stated, that as land diminishes in fertility, the labou 
which is applied to it will, diminish in productiveness 
Twenty labourers^working on poor land may not cause a 
much produce to be raised as ten labourers working o] 
more fertile soil. Unless, therefore, the agricultural le 
bourers receive less wages, the cost .of agricultural labou 
must increase; or, in other words, the rate of profi 
obtained from farming jnust decline as it gradually be 
comes necessary to resort to less fertile land. Let u 
apply these conclusions to explain some of those point 
in which the present economical condition*^ of Australi 
contrasts so strongly with th|t of England. In cnunci 
ating Ricardo’s theory of Rent, it has been shown thai 
! in each country, the poorest land cultivated can only pa; 
a nominal rent. The present population of Australia i 
comparatively small, and her tracts of uncultivated fertil 
land are almost of boundless extent. The worst lane 
which is cultivated in Australia is far more fertile thai 
the worst land cultivated in England. Hence, agricul 
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tural labour, being applied to a more productive soil, 
is far more efficient in Australia than in England. The 
same amount of labour which is employed upon the poorest 
forms in England would, if applied to any land which is 
cultivated in Australia, cause a great deal more produce 
to be raised. Hence, in conseguence of the increased 
efficiency which is thus givenlUo agricultural labour in 
Australia, the wages of agricultural labourers may be 
much higher in Australia than in England, and yet 
the cost of this labour in Australia may be less than 
it is in England. But if the cftst of labour is dimin- 
ished, the principle just enunciated shows that the rate 
of profit must be increased; and such a conclusion is 
amply verified in the case of Australia. Wages aye 
far higher there than in England, and profits are also 
higher. 

There may appear to be a difficulty connected with 
the explanation just given ; for it may be said, the agri- 
cultural labour which is applied to some of Englands 
most productive soils, yields more than the same quantity 
of labour applied to even the l^st laud in Australia. It 
may, therefore, be, thought incorrect to say that agri- 
cultural labour is less productive in England than in 
Australia, since it would seem that only that portion of 
our agricultural labour is lc«s productive which is em- 
ployed upon our least fertile soils. Ij must, however, 
be remembered that the cost of agricultural labour is 
determined by the cost of that labour which is em- 
ployed upon the leq^st prod\ictive land in cultivation. 
Rent may be regarded as a sum which the farmer pays 
for the permission to employ ^abour upon productive 
land. The more productive the land, the higher, of 
course, is the rent ; or, in other words, the more favour- 
able the circumstances under which agricultural fabour 
is applied, the greater is the sum whimi has to be paid 
as rent. Although •agricuttural labour employed on a 
I fertile soil is more efficient, j^et the farmer obtains no 
I advantage from the cost of this labour being diminished ; 
[for what he would thu® gain he has to pay away in 
^nt. " His profits, therefore, would not be diminished 
■y an increase in the cost of labour, provided that there 
^as a corresponding reduction in his rent. The profits 
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which are derived from agriculture approximate to an 
equality ; it is still correct to say, even with regard 
to agriculture, that the rate of profit is determined by 
the cost of labour, if it is remembered that in this case 
the cost of labour is not entirely composed of wages, 
but also consists of rent, since rent may be regarded 
as a premium paid when agricultural labour is assisted 
by a fertile soil. Considered in this light, therefore, the 
cost of agricultural labour may be regarded as uniform 
throughout the same country. But in the case in which 
the worst land cultivated is so poor that only a nominal 
rent is paid, then rent can no longer be regarded as an 
clement of the cost of agricultural labour. Hence the 
proposition above enunciated is proved : namely, that 
the general cost of agricultural labour is determined 
by the cost of that labour which is employed upon the 
least productive land in cultivation. If, therefore, food 
cannot be supplied to an advancing population without 
continually resorting to less productive land, then one 
of two consequences must inevitably ensue : either the 
cost of agricultural labour will increase, and then a de- 
cline in the rate of profit will follow ; or, if the cost of this 
labour does not increase, the labourers must receive lower 
wages ; for when labour is applied to less productive land, 
an increase in the cost of this labour can alone be pre- 
vented by paying, the labourers lower wages. 

Enough has now been said to establish the propo- 
sition, that the rate of profit depends upon the cost of 
labour. If, therefore, the rate of profit is higher in one 
country than in another, it must be because the cost 
of labour is greater intone country than in the other. 
Let us inijuire into the causes which regulate the cost of 
labour. If capital increases, without any increase in the 
number of the labouring population, it is Vnanifest that 
there is a larger sum to be ^distributed amongst them ; 
wages will rise, and consequently ®the cost of labour 
will increase, and the rate of profit will diminish. If 
population increases, and capital remains stationary, wages 
will fall, the cost of labour will be diminished, and 
the rate of profit will advance. Hence it appears that 
not only the average remuneration of the labourers, but 
also the rate of profit, is primarily determined by the 
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ratio .Jbetween the capital of the country and the number 
of its labouring population. This, however, is not a com- 
plete explanation, for it would seem to indicate that the 
rate of profit is higher when wages are low ; facts contra- 
dict this, for in Australia wages and profits are both 
higher than they are in England. But the difficulty 
arises from confusing wages with cost of labour ; wages 
may be very low, and yet the labour be so inefficient, 
from causes previously explained, that the co^st of labour 
may be extremely high. The English contractors who 
made the French railways could have, engaged any 
number of French labourers at considerably lowtT wages 
than were paid to English navvies : but S(» superior is the 
physical strength of an Englishman, that it was provgd 
that one English navv}^ would do as much work as 
two French labourers. Jn this case, tlnu'efore, the cost 
of French labour would be greater than the cost of English 
labour, although tlu.* wages of the English labourer were 
very nnub higher than thosi* paid to the French labourer. 
Again ; high wages do not always denote (hat a large re- 
muneration is reccnved by tln^ Jabourer. Wages fnay be 
high, and food so di^ar, that a labourer is far lad, ter off in a 
country where wages may not be so high, but wlure food 
is cheapC^’. Hence labourers may be comparatively speak- 
ing impoverished, in consecpikuice of the dearnesi^ of food, 
although their wages are high ; in suc|ji a case, the (*.ost 
of labour would be great, and the result would be a low 
rate of profit, accompanied by the impoverish rncmt of 
the labouring class. ^Sueh is the result which has to be 
feared in a country whose increasing population makes 
food dearer. The supplies of che^ap food which have been 
imported into England since the introduction of free trade 
have exerted an important influence in sustaining the rate 
of profit. 

After the remarks which have now been made in refer- 
jence to cost of laliour, tffe reader will be able to ap- 
preciate the admirable analysis of Mr Mill, when he says 
|hat ‘ Cost of labour, and therefore the rate of profit, is a 
iunction of three variablqg 

1. ' The efficiency of labour.’ 

2. ‘The wag^s of labour’ (meaning thereby the real 
reward of the l^ourer). 
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8. ‘ The greater or less cost at which the articles com- 

posing that real reward can be produced or purchased.’ 

If labour becomes more efficient, whilst the wages of 
the labourers and the price of food remain unaltered, 
the cost of labour will be diminished. If the wages of 
the labourers are reduced, whilst there is no change in 
the efficiency of labour and the price of food, the cost 
of labour will again be diminished. The cost of labour 
will also be diminished if the price of food is reduced, 
and the amount of the labourers’ wages, estimated by the 
commodities they will purchase for him, remains un- 
changed. If, therefore, the cost of labour, or, in other 
words, the rate of profit, varies in different countries 
from time to time, the variations must be due to the 
influence of one or more of the three circumstances above 
enumerated. The current rate of interest affords a suf- 
ficiently sure evidence of the rate of profit. It would 
bo a most useful exercise for the student to trace to 
which of the three variables is due a high or a low rate 
of profit, prevailing in any particular country. In order 
to assist him in such ai^ examination, we will indicate 
some of the leading causes upon which depend the effi- 
ciency of labour, the real wages of the labourer and the 
I price of food. 

In previous chapters the. causes have been described 
in detail which j^etermine the productiveness of labour. 
It need only here be added that nothing more powerfully 
promotes the efficiency of labour than an abundance of 
productive land. But an abundant supply of productive 
land causes food to be cheap, ancf under such circum- 
stances, two out of the three causes are brought into 
operation upon which depend a high rate of profit and 
a small cost of labour; the influence which is thus pro-’ 
duced^in increasing the rate of profit, is So great, that 
in a country like Australia, where there is a large supply 
of fertile land, profits are hi|;h, although a labourer at 
the same time receives a very large remuneration for his 
labour. 

The second variable, upon w^ich* depends the cost of 
labour — namely, the remuneration received by the la- 
bourer — is determined by the ratio which, population bears 
to capital. It would be foreign to our purpose to attempt 
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to describe why some countries are more populous than 
others. Our colonies and the American continent have 
not yet had time to be thickly peopled with an European 
population. In the last chapter allusion was made to 
the power of man s multiplication, and it was stated 
that Malthiis's ‘ Essay on Population ’ gives a most de- 
tailed and interesting analysis of the checks by which, in 
various countries, population is restrained. In ICngland, 
whatever may be the other checks which restrain popu- 
lation, there is one which exercises a preponderating in- 
fluence in determining the variations in the number of 
our labouring population. It has been satisfactorily proved 
that the number of marriages varies with the price of 
food; diminishing as food Ijecomos dear, increasing 
food declines in price. A great portion of the advantage 
which the poor would derive from the cheapening of food 
is therefore ultimately lost to them, because the increase 
of population which is stimulated by cheap food has a 
tendency to lower wages. 

The causes which inliuence the accumulation of capital 
arc extremely various. M\ich d(^3cnds u[>on national cha- 
racter ; one nation .may be far more prudent, and jnay 
possess much more foresight than another ; the inhabitants 
of one country may consume, in their own personal en- 
joyment, almost all the wt;altlk they can obtain, wliilst in 
another country saving is promoted by^the most rigid 
economy. No nation will ever accumulate a large amount 
of capital for the purpose of applying it to productive 
purposes, until there ^s sufficient social order to render 
property secure. But independently of any effects pro- 
duced upon the accumulation of q^pital by differences in j 
the character and condition of various nations, it may be 
observed that the accumulation of capital is always influ- 
enced by the fate of profit. If, for instance, the current 
prate of interest should be greatly increased in England, an 
additional inducement woulcf be offered to every one to 
^ve ; the result would be strikingly exhibited by a greatly 
■preased accumulation of capital. The amount of wealth, 
Herefore, which is saved in a country is kept, as it were, 
Hnfined between certain limits by a self-acting agency, 
■or if in any particular year there should be some irregu- 
».rity which should cause a much larger capital to be 
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saved than is customary, the labourers would, in con- 
sequence of this augmentation of capital, receive higher ^ 
wages ; the cost of their labour would thus be increased, 
the rate of profit would diminish, and the current rate of 
interest would fall. In this manner less inducement 
would be held out for individuals to save, and a force 
would be created to restore capital to its fonner amount. 
Sufficient capital might soon be accumulated in England 
to reduce the current rate of interest to two per cent. 
This was the current rate of interest in Holland at the 
end of the last century; the Dutch at that time were 
therefore content with two per cent., but the English are 
not satisfied unless nearly three per cent, can be obtained. 
The current rate of interest, therefore, to a great extent, 
depends upon national character ; for if the English, as a 
nation, became more prudent, and more anxious to save, 
the current rate of interest might rapidly decline to two 
per cent. 

The effect which is produced upon the rate of profit by 
the last of the three variables, upon which the cost of 
labolii* depends, has not« generally been sufficiently con- 
sidered. Suppose an employer pays -1000/. in wages, and 
that his labourers spend the greater portion of these 
wages in purchasing food. We have ascertained that ar 
agriculfural labourer with^ a family consumes forty pcj 
cent, of his wages in purchasing bread; 400/. therefore 
out of 1000/. paid in agricultural wages, is devoted to the 
purchase of breads Suppose, by some cause, such as th( 
introduction of free trade, that the price of bread is re 
duced one -fourth ; a loaf before sold for \s. now onb 
costs 9c/. ; 300/. will purchase as much bread as 400/. di^ 
before the price of bread was reduced. The labouroj 
therefore, who amongst them received 1000/. in wage? 
will how be quite as well off if they onl^ receive 900 


1 This calculation was made on the supftosition that the labourer 
family consisted of a wife and two children who were too young to ] 
employed, and that the wages of the labourer were 10;#. a week. X. - 
time when this book was written, 10«. represented more than the ordina 
wages of the agricultural la^nrer iu <those districts of England whe 
wages were lowest. In numerous instances not more than 8«. or 9s. wc 
paid. Happily, however, within the last few years there has been 
marked rise in agricultural wages, and 12^#. a week are paid where 
merly 10#r. were paid. 
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Their real wages will remain unchanged, although their Booi^n. 
nominal wages have been reduced one-tenth. The cost v ^ . 

of labour might thus, in consequence of bread being A diminu- 
cheapened, be reduced one- tenth, without the condition of this 
of the labourer being in the slightest degree deteriorated, 

But the question may very reasonably be asked, Will the botht^ the 
employer be able to appropriate to himself the whole ad- 
vantage ? Is cheap food only instrumental in increasing 
the rate of profit ? We shall be able tci explain why this 
seldom or never takes place; the advantage is invari- 
ably shared in the first instance ‘between the employer 
and the labourer. When the cost of labour is diminished, 
the capital previously existing can support an increased 
amount of industry. In the example we have abQ\*e 
given, a farmer, in consecjuence of bread being cheapened, 
pays only 900Z. in wages instead of 1000^. He, therefore, 
has lOOZ. to spare. This he may apply in employing more 
labourers on his farm, or he may invest it as capital in 
some other undertaking. In cither case, the labourers 
as a class are benefited by a proceeding which virtually 
increases the capital of the country, and therefore the 
demand for labour but if this be so, their wages will be 
raised, and they will share with their em})loyers the ad- 
vantage of cheap food. One case may be supposed in 
which the labourers would not be benefited, eveif in the 
first instance, by cheap food. If the IQQ/. which, in the 
above example, the employer saves by the cost of labour 
being diminished, is not saved as capital, but is spent 
upon the employer s ojvn enjoyment, the labourer s wages 
will not be increased ; for the capital of the country will 
be decreased in proportion to the* diminution in the cost 
of labour. The case last supposed would rarely occur, for 
an increased rate of profit seldom makes men moyg ex- 
^avagant; it •in fact produces an opposite influence, 

B>r it most powerfully stinaulates the accumulation of 
npital. 

fcin describing the advantage which cheap food confers Thehetwjit 
Hpn the employer and the employed, w^e have been careful 
Bdenote that the benefit enjoyed by the labourer may only 
B a temporary one. It has already been stated that a temporary 
,»isiderable portion of our population is in so low a con- 
Jrion. both socially and morally, that even a slight addi- 
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tion to their means of livelihood immediately causes an 
increase in the number of marriages. In a few years 
there is consequently an increase in the supply of labour, 
which will probably more than absorb the advantage the 
labourers might have derived, either from the cheap- 
ening of food, or from any other circumstance calculated 
to improve their material condition. This affords an ex- 
planation of the comparatively small effect which free- 
trade has produced upon the condition of our worst paid 
labourers. It was supposed that when the corn laws were 
repealed, pauperism would become almost extinct. The 
country has enjoyed free trade for 40 years, and pauperism 
still assumes most serious proportions. It will be shown, 
in , a subsequent chapter on the poor law, that this sad 
and disappointing fact is a striking illustration of the 
important principle that an improvement in the material 
condition of the labourer cannot be permanent, unless it 
is accompanied by a corresponding social and moral ad- 
vancement. 

Before concluding this” chapter, it is important to direct 
attenuon to the great induence exerted upon profits and 
wages by the export of capital. It has already been shown 
that the current rate of profit may be. regarded partly as 
the cause and partly as the effect of the amount of capi- 
tal accumulated. An increase in capital tends cceteris 
par'ibus to lower, the rate of profit ; whereas an advance in 
the rate of profit promotes the accumulation of capital. 
It is, however, essential to bear in mind that only a 
portion of the aggregate wealth \^hich is annually saved 
in any country is invested in its own industry; the re- 
mainder is exported to be employed as capital in other 
countries. Hence the capital annually saved in such a 
country as England is dividqjji into two portions; that 
portion which is exported produces no immediate effect 
upon the current rate of wages and profit prevailing in 
England. Consequently, in all discussions relating to 
wages and profits, it is important not only to consi(|qj 
the whole amount of capital annually saved, but par 
cular attention must be direoted to the portion of thK 
aggregate capital whicli is retained for home investment. 
It is evident that the relative magnitude of the two por- 
tions into which a nation’s capital is thus divided will be 
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regulated by the profits which are respectively realised by 
home and foreign investments. If a rise in the rate of 
profit abroad should be unaccompanied by any advance in 
the rate of profit at home, an influence is at once brought 
into operation to increase the relative amount of the 
capital which is exported, and consequently to diminish 
the amount retained for home investment. Although, 
therefore, there is no diminution in the national capital, 
yet as -a smaller amount is employed in home industry, 
the effects that ensue will, in many respects, be analogous 
to those which would occur if the amount of wealth an- 
nually saved were diminished. This is particularly the 
case, as shown in the previous chapter, with regard to 
wages, which, depending upon the amount of circulatijrig 
capital, must evidently be regulated, not so much by 
the whole amount of capital annually saved, as by the 
amount which is retained for home investment. It will 
be very necessary to bear this in mind when consider- 
ing the various expedients wljich are resorted to for 
raising wages. It may here be generally said that an 
advatice in wages, unaccompanied by any increase in the 
efficiency or productiveness of labour, can seldom confer a 
permanent benefit upon the labourer. Such an advance in 
wages will lower the rate of profit at home ; a greater 
proportion of the national cjfpital will, therefore* be in- 
vested abroad and the amount spent i« wages will be 
decreased. 


BOOK XI. 
CH. V. 
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PEASAJ4T PUOPRIETORS. 
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BOOK n. npHE reader has already been warned against the con- 
V elusion that the present system of land tenure in 

Different England is to be regarded as the type of that which pre- 
throughout Europe and the other civilized parts of 
tenure. ^he world. A very considerable portion of the land in 
j England belongs to the large estates of the aristocracy ; 

! land is rarely cultivated by its owner. The farms in 
i England are generally large, and are becoming larger ; 

I they aVe almost entirely nultivated by hired labour ; and, 
consequently, the produce of the land has to be distributed 
amongst landlords, farmers, and labourers. But the con- 
dition of England in this respect was, a few centuries 
since, vdVy different. No class of men in our early annals 
occupied a more* prominent or honourable position than 
the yeomanry. Their praises have been sung by our 
greatest poets ; their sturdy independence on many occa- 
sions preserved the liberty and proved the courage of 
the English race. The tenant farmers of the present day 
differ essentially from ^he old yeomen of England, who 
were freeholders, cultivating the land which they owned. 

! Their^ holdings were generally much smaller than those of 
the present day. In many continental countries, such as 
France, Norway, Switzerland,^Italy, Belgium, Prussia, and 
some of the German states, much •of the land is still 
possessed by small proprietors, termed peasant proprietors, 
who own the land which they cultivate. A peasant pro- 
, prietor frequently cultivates his farm entirely by the 
I labour of himself and ^ his family. In this case, land, 
j labour and capital are all supplied by the same individual ; 
j he therefore claims the whole produce of the land ; and 
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rent, wages, and profits are merged together. The question 
as to the comparative advantages and disadvantages of 
cultivating the land by peasant proprietors has been, per- 
haps, more keenly discussed by political economists than 
any other subject. On the Continent, not only political 
economists, but practical farmers, are decidedly favourable 
to peasant proprietorships; they can of course watch the 
system in actual working, and are therefore in a mucli 
better position to judge of its effects than we wlio liavo 
now no opportunity of observing any considerable tract 
of land in England cultivated fiy peasant proprietors. 
English opinion is so strongly in favour of largo farming, 
that wo may naturally expect to find that our countrymen 
almost invariably express themselves antagonistic to. <i 
system of peasant properties, which im]i)lies small farming. 
Amongst English political economists the two most pro- 
minent champions of peasant properties have been Mr Mill 
and Mr W. T. Thornton, Both of these writers have col- 
lected a great mass of facts bearing upon the subject, and 
have discussed these facts with the most ])crfect impar- 
tiality. Much of tlio opposition which has h(icn c^xpVessod 
by English writers* towards peasant pro])riotors is un- 
doubtedly due to a radical misconception. Peasant pro- 
prietorships imply small farms, but a small farm cultivated 
by its owner differs essentially from a small farih either 
occupied by a tenant at will or rented Mpon a lease; wq 
believe that the whole advantage which can be attributodj 
to peasant pro])erties is almost entirely due to the facti 
that the cultivator owns the soil which he tills. The well-j 
known Arthur Young, whose preference in favour of large' 
farming was most decided, has very happily said, 'Give a 
man the secure possession of a bleak rock, and ho will 
turn it into a garden; give him a nine years’ lease^of a 
garden, and he*Vill convert it into a desert.’ 

In a previous chapter, various reasons have been stated 
^hich lead to the coficlusion, that large farms are more| 
moductive than small farms, when land is cultivated not' 
w its owner, but by a tenant'. This opinion is corrobo- 
Kted by the facts of every-day experience; for there can 
ne no doubt that the size of farms in England is increas- 
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^ See Book I., Chap. VI. 



1 84 


Manual of Political Economy. 


BOOK II. 

cn. \i. 


^Incow- 
veniences 
of strut ll 
famiintf, 
which are 
also aypli- 
cable to 
peasant 
proprietor- 
ships. 


! 

I 

! 


ing rather than diminishing; and the advantage of large 
farms is sure to be more prominently shown, as machinery 
of an expensive character becomes extensively used in 
agriculture. It cannot be supposed that small farms are 
being absorbed into larger ones, simply in consequence of 
the caprice of landlords; the absorption takes place, be- 
cause tenants and landlords have alike learnt that a higher 
rent can be paid for a farm of six hundred acres, than for 
the same land divided into two forms of three hundred 
acres. But, although it can be proved that large farming 
is more productive thd!n small farming, yet such a con- 
clusion does not definitely decide whether or not a nation 
is benefited by a class of peasant proprietors; for it has 
been already stated, that there is a fundamental distinc- 
tion between a peasai^iL-pjaap^^ and a small tenant 
former. Now we belTeve that very great social advantages 
are derived from peasant proprietorships; but before en- 
(piiring into this particular branch Of the subject, the 
economical effects resulting from the cultivation of land by 
peasant proprietors will be described. The question is in 
fact reduced to this — To what extent are the disadvantages 
which are associated with small forming compensated by 
the advantages which arise from the cultivator feeling that 
the land is his own? We will first make some general 
remarks^ on the subject, aud*4iheu substantiate our opinions 
by well-authenticated facts. 

Many of the inconveniences which belong to farming 
on a small scale, exert a similar influence when an equally 
small form is cultivated by a peg^sant proprietor. The 
want of proper machinery and implements is the most 
formidable difficulty \^th which small farming has to 
contend; and it may be observed, in England, that the 
implements and stock of small forms are generally of an 
inferior kind. A small farmer has not sufficient capital 
promptly to take advantage of improved implements, and 
it often would not answer his purpose to make a consider- 
able outlay in purchasing a new machine, considering the 
little work it would have to do on a small farm. The 
expenses of a small farm are comparatively much greater 
than those of a large *one ; a flock of six hundred sheep 
would probably require only one shepherd, but six separate 
flocks of a hundred sheep would each require a shepherd. 
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A similar consideration applies to much of the other la- «• 

hour which is employed upon a farm; a farmer is obliged 
to spend the same time in going to a fair or markt*t, 
whether he has 601 . worth of stock or corn, or whether he 
has 500 /. worth to dispose of. Farmers appreciate this, 
for it is proverbially said that small farms cannot compete 
with large ones, because the profits of a small farm are 
eaten up by expenses. A small farmer in England is 
generally occupied, partly in labouring himself, and partly 
in superintending the labour of others. Frequently he is 
efficient neither as a labourer nor as an overlooker of la- 
bour, and the want of industry in our small farmers has , 
been often remarked. It must, however, be borne in these 
mind, that both the large and small teiiant farmers haye 
no adequate interest in improving the land; for if capital are com- 
is spent by a tenant farmer in improvements, the landlord, v^nsated 
at the expira-tion of the lease, may appropriate the whole 
advantage to himself by raising the rent\ There are, 

I moreover, improvements of a more difficult and delicate 
I kind, which, it appears, will rarely be (‘,arjit‘d out unless 
; th(.‘ cultivator is stimulated to<.he mast watchful and un* 

tiring industry, by the feeling that the land which he 
improves is his own property. The testimony of Arthur The ma<jic 
Young on this point is very valuable: — ‘Leaving Sauvo,’’ 
says he, ‘I was much struck with a ]arg(3 traef of land, ^ * 
seemingly nothing but huge rocks, yet ipost of it enclosed 
and planted with the most industrious attention. Every 
' man has an olive, a mulberry, an almond, or a peach-tree, 

I and vines scattered^ among them ; so that the whole 
ground is covered with the oddest mixture of these plants 
and bulging rocks that can bo conceived. The inhabitants 
of this village deserve encouragement for their industry, 
and if I were a French minister they should have it.^ They . 
would soon ttirn all the deserts around them into gardens. 

Such a knot of active husbandmen, who turn their rocks 
into scenes of fertility (iJecausey I suppose their own), 
would do the same by the wastes, if animated by the same , 
omnipotent principle.’ Again, ‘Walk to Kosendal (near 
Dunkirk), where M. le Brun has an improvement on the 
Dunes, which he very obligingly showed me. Between 

1 [This state of things was modified, though not in a manner wholly 
satisfactory, by the Tenants' Improvements Act, 1883.] 
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the town and that place is a great number of neat little 
houses, built each with its garden and one or two fields 
enclosed, of most wretched blowing dune sand, naturally 
as white as snow, but improved by industry. The magic 
of property turns sand into gold.* 

Flanders affords the most striking example of the in- 
fluence produced by what Arthur Young so aptly terms 
'the magic of property.* The farming both in East and 
West Flanders has long been celebrated; it is unsurpassed 
in Europe; for, as Mr M'Culloch says, 'Its natural soil 
consists almost wholly of barren sand, and its great fer- 
tility is entirely the result of very skilful management 
and judicious application of various manures.* Such a 
tract of land, if owned by a landed aristocracy, would have 
remained a barren waste. It would be worthless to bo 
rented by a tenant, and no labour which a landlord could 
have hired would have bestowed that unwearied and in- 
telligent industry which has converted barrenness into 
luxurious fertility. This will become evident when we 
know the agency by which these improvements have 
been effected. It has been frequently remarked by those 
who have travelled through Flanders,. that the Flemish 
agriculturists want nothing but space to work upon. 
•'Whatever the quality of the soil may be, in time they will 
make it produce something. cThe sand in Campine is like 
the sands on the, .seashore, of which it originally was a 
part; and here you see a cottage and rude cowshed 
erected on a most unpromising spot. The loose sand is 
held together in little mounds by the roots of the heath. 
A small spot being selected, it is surrounded by a ditch and 
levelled; it is then plant^ed partly with broom and pota- 
toes, and perhaps a small patch of diminutive clover, and 
manures both solid and liquid are collected. This is the 
nucleus from which, in a few years, a little farfii will spread 
around. The only thing that will grow on this sand with- 
out manure is broom, and this will be^ sown if no manure 
can be got, and will in three years be fit to cut, when it 
is sold to bakers or brickmakers. The leaves falling en- 
rich the soil, and the roots give it a compactness; it may 
now be sown with buckwheat or rye without manure. 
When this is reaped, some manure may have been obtain- 
ed, and a course of cropping may begin. With the aid of 
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clover and potatoes, a farmer may keep cows and make 
manure ; the improvement will be so rapid, that in a few 
years the soil will become as mellow, retentive of moisture, 
and enriched by manure and the decomposition of vege- 
table matter, as soil which was originally good ; and the 
crops produced by both soils will be more nearly alike at 
harvest, than is the case in soils of different qualities in 
other countries. The people who have achieved these 
great results in agriculture are principally ])easant pro- 
prietors, and they labour so earnestly and so intelligently 
because the ground they till is thSir own. The Flemings, 
at a time when English agriculture was in a most back- 
ward condition, followed a most approved s\^stem of rota- 
tion of crops. The English farmer is generally a better 
educated man than these small Flemish proprietors. He 
has money at his command, a far larger capital than they 
have, and therefore he is able to purchase superior imple- 
ments; but a competent authority has observed, ‘that 
in the minute attention to the (pialitios of the soil, in 
the management and application of manures of ditferent 
kinds, in the judicious successiciin of crops, and es}iecially 
in the economy of Jand, so that every part of it shall be 
in a constant state of production, we have still something 
to learn from the Flemings, and not from an instructc^d 
and enterprising Fleming here and there, but from the 
general practiced’ * 

Authorities seem unanimously to agree upon the great 
industry evinced by peasant proprietors, and thus peasant 
proprietors would appear essentially to differ from small 
farmers who rent the land they cultivate ; for indolence is 
generally assigned as the fault yf this latter class. Mr 
Ingliss was forcibly impressed with the wonderful industry 
of the peasant proprietors of Zurich. Mr Laing, a 
traveller, wh^, with singular acuteness, observed the 
economy of various European countries, remarks, when 
speaking of Norway, the ^country where peasant pro- 
prietors are most numerous and of longest standing in 
proportion to the population, ‘ if small proprietors are not 
good farmers, it is not fsom the same cause here which 
we are told makes them so in S?cotland — indolence and 
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^ See an article on Flemish Husbandry in the Farmers’ Series of the 
Society for the Diffusion of Useful Knowledge, 
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want of exertion. The extent to which irrigation is 
carried on, in these glens and valleys, shows a spirit of 
exertion and cooperation to which the latter can show 
nothing similar.’ Once more we will quote Arthur Young, 
who has most happily expressed the effect which the feel- 
ing of property exerts in stimulating industry. Although 
Arthur Young often found great fault with the agriculture 
which he observed on some of the small properties in 
France, yet he remarks that what he saw in France 
' proved that property in land is, of all others, the most 
active instigator to severe and incessant labour. And this 
, truth is such force and extent, that I know of no way 
so sure of carrying tillage to a mountain-top, as by per- 
mitting the adjoining villagers to acquire it in property ; 
in fact, we see that in the mountains of Languedoc they 
have conveyed earth in baskets on their backs, to- form 
a soil where nature had denied it.’ It has been often 
urged as an objection against small properties in land, 
that there are many important improvements which can 
only be carried out by a^'cooperation of labour and by a 
combination of resources, <which, it is supposed, would not 
exist among small proprietors. For instance, it may be 
impossible to drain one isolated field, if those around it 
remained undrained; an outlet must bo found for the 
water, aitd in this way the interests of an adjoining pro- 
perty might be effected. Again in many countries the 
fertility, and consequently the value, of the land depends 
on irrigation. Any one who is acquainted with those 
works of irrigation which, for instajice, in Wiltshire and 
Hampshire, have converted many of our English valleys 
from almost useless swaipps into the richest meadow-land, 
will no doubt have observed, that the most expensive of 
these works are not constructed for any particular field, 
but serve a large tract of country. Therefoi% it might be 
supposed that irrigation would never be attempted, if it 
were necessary to consult th^ conflicting interests of a 
great number of small proprietors. Such a supposition is 
completely met by the testimony of Mr Laing with regard 
to Norway, who assures us that in many districts entirely 
occupied by peasant proprietors, irrigation is carried out to 
its fullest possible extent. Mr Laing emphatically speaks, 
not only of the industry, but also of the cooperation of 
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labour, shown by the Norwegian peasant proprietors in 
irrigating their land. 

English writers, whilst allowing that a small proprietor 
may cultivate his land with great care, have almost in- 
variably assumed that this kind of cultivation is more 
suited to a garden than a farm, and hence it is frec{uently 
stated that farming by peasant proprietors is much more 
expensive than farming on a large scale. The gross pro- 
duce from small properties may bo greater, but the ii(‘t 
produce, it is said, cannot be. Some continental agricul- 
turists have, however, enquired *into this subject with 
great care, and their conclusions are worthy of attentive 
consideration. Amongst a great number of (hiriuan wri- 
ters whose opinions upon this subject coincide, we select 
Albrecht Thaer, a writer on the di derent systems of agri- 
culture, and who had, in some of his (^arlier works, ex- 
pressed himself very decidedly in favour of largo properties 
divided into large farms. He says he is convinced ‘ that 
the net produce of land is greater, wh('n farmed by small 
proprietors, than when farmeef by great proprietors or 
their tenants.’ Mr Kay, a mostdntelligent English writer, 
expresses the same opinion, and says: — ‘The peasant 
farming of Prussia, Saxony Holland, and Switzerland, is 
the most perfect and economical farming I have ever 
witnessed in any country.’ But if the net prodne^^. of land 
is increased when occupied by small pigi^prietors, a large 
estate ought, of course, to be more valuable if it were 
divided among several small proprietors. Upon this 
point M. Reichensporger has given some most valuable 
information, based upon personal observation, and upon 
statistical facts. He exprcisses a yery decided opinion, not 
only that the gross produce of any given number of acres 
held and cultivated by small or peasant proprietors, 
is greater tMhn the gross produce of an equal number 
of acres held by a few great proprietors, and cultivated 
by tenant farmers but ^hat the net produce of the 
former, after deducting all the expenses of cultivation, 
is also greater than the net produce of the latter. 
He mentions facts which seem to prove that the fer- 
tility of the land, in countries where properties are 
/ small, must be rapidly increasing, and substantiates this 
I opinion by proving that the price of the land which is 
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divided into small properties in the Prussian Rhine pro- 
vinces is much higher, and has been rising much more 
rapidly, than the price of land on the great estates. This 
is the most conclusive testimony which can be given in 
favour of small landed properties ; it is in fact a practical 
and complete solution of the question, for upon this sub- 
ject abstract reasoning will have little effect in convincing 
the great bulk of mankind. Opinions quite as favourable 
to the system of peasant proprietors as those just quoted 
have been expressed by more recent writers. No one has 
taken more pains to observe the actual working of the 
system in France, the Channel Islands and other places 
than the Rev. F. Barham Zincke. His testimony is the 
more valuable because his position as incumbent of a rural 
parish in Suffolk has enabled him to become thoroughly 
acquainted with the condition of our own agricultural 
population. In the description ‘ of a week spent with the 
family of a small cultivating proprietor in the Lirnagne he 
makes special reference to the frugality and other social 
virtues developed by the system. But even when a very 
strong case can be made out in fiivour of small properties, 
it will not convince a people like the English, who are 
accustomed to a different system ; they will naturally 
say — If small properties are more advantageous, an estate, 
if divided, would realise a larger price; and therefore a 
large estate, whe^never it was sold, would inevitably be 
partitioned into a great number of small properties. The 
reverse of this, however, has taken place in England; 
estates have not been more subdivided, for it is well 
known that within the last few years, in almost every 
district, a great number pf small properties have gradually 
been absorbed, and combined into large estates; this 
apparently affords very strong evidence that small pro- 
perties are not in England economically advantageous. 

It is often erroneously imagined, that if a political 
economist describes the advantages ^hich are conferred 
upon a nation by the existence of a class of peasant pro- 
prietors, he must therefore be anxious to introduce small 

• 

^ See Fortnightly Review, "November, 1878, “The Peasants of the 
Lirnagne ” by the Bev. F.- Barham Zincke. See also an article by the 
same author on “Landowning cultivators,’’ Fortnightly Review, 

1882. 
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properties into a country like our own by some compulsory 
measures. But many of the advocates of peasant proper- 
ties desire no more than that legislation should not foster 
one system of land tenure more than another. If the 
law of a country gave no artihcial eiicourageinont to any 
particular form of land tenure, then the dovolopmcnt of 
any system would be spontaneous, and would prove its 
economic advantage. In England, many circumstances 
combine, not only to prevent the partition of large into 
small properties, but also to encourage the rapid absorp- 
tion of the small properties, whicli were so numerous in 
former times. The influence thus exerted to encourage 
the aggregation of land is partly due to our law of real 
property; partly to customs which this law fosters; and 
also partly to causes which may be described as natural, 
and whose operations cannot therefore be directly con- 
trolled. Taking these three different classes of circum- 
stances in order, it may be sufficient htu*o to state that the 
legal influence referred to arises from the law of primo- 
geniture, from the power of entail, and from a system of 
conveying landed property whi(?ii is costly and cumbrous, 
lit is, no doubt, often truly said that in England primo- 
geniture is maintained much more by custom than by law. 
No one is compelled to leave his land to his eldest son ; 
and the only occasion in which the eldest son is necessarily 
preferred to the younger children is in the. (?ase of intes- 
tacy. When it is remembered that few people die without 
a will, it is often argued that the law of intestacy, with 
regard to real property, produces but a very slight effect. 
It is, however, impossible to say to what an extent the 
custom of primogeniture, which generally prevails in 
England, is encouraged by this law. Whcm a man dies 
without a will, it is only fair to conclude that such gi dis- 
position is mrflle of his property as the State deems to be 
post strictly just. The law of England, therefore, virtually 
affirms that in the ca^ of pemonal property all the children 
pf a family shall be treated alike; but* with regard to real 
property the extraordinary doctrine is laid down, that it is 
pst that the eldest son, to» the exclusion of his mother and 
mothers and sisters, should inherit all the land possessed 
m his father. To prefer one child before all the rest is so 
Kntraiy to the instincts of human nature that the custom 
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of primogeniture could not be maintained unless it were 
supposed that some collateral advantages were associated 
with it, or unless the custom derived some such sanction ' 
as is given to it by the law of this country. In feudal 
times there were collateral advantages associated with 
primogeniture, because it was necessary to keep landed 
estates intact for purposes of protecting them against 
hostile attack. But now that property is secure, the un- 
natural institution of primogeniture has no defence except 
that which it derives from the sanction conferred upon it 
by our law of intestacy.^ 

But great as is the influence which is exerted upon the 
aggregation of land in England by the law and custom of 
primogeniture, the effect produced by the law of entail 
and the practice of settlement is probably still greater. 
Our law enables land to be settled upon any number of 
lives in being, and upon the unborn child of the survivor. 
Until the Settled Land Act ( 1882 ) was passed it was 
seldom possible to sell any part of an entailed estate 
unless the money was reinvested in land. The effect of 
this power of entail was «to prevent by far the larger part 
of the land of the country being a marketable commodity. 
It may be anticipated that the effect of entail will be to 
some extent modified by the Settled Land Act, to which 
rcfereiKie has already been made. This Act authorizes the 
sale of settled l^nd, but the many conditions associated 
with the sale will no doubt prevent as much land being 
brought into the market as v/ould be the case if the law 
were so changed that every persoijr became the owner in 
fee of the land in his possession. It is obvious that the 
direct effect of main tailing any system which restricts the 
(piantity of land that may be brought into the market, is 
to artificially diminish its supply. 

The acquisition of small properties in Ijfnd is also im- 
peded by our cumbrous system of conveyancing. It usually 
happens that the cost of cont^eying ^ sdiSil plot of land is 
out of all proportion to its value. It is therefore manifest 
that a heavy penalty is imposed upon the subdivision of 
land. 

Besides these causes which are connected with laws that 
can be at once repealed or modified, the aggregation of 
land is promoted by other circumstances which cannot 
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be so directly controlled. Thus in a country which is 
^^vancing in wealth and population the number of people 
iJrho are able and anxious to purchase land is constantly 
increasing. The possession of land confers social position 
and political influence. If a man owns a large estate 
he is certain to be made a deputy lieutenant and pro- 
bably high sheriff of his county ; these social distinctions 
are highly valued. The possession of land also enables a 
man to enjoy the pleasures of a country life. There are 
consequently many collateral advfyitages associated with 
the ownership of land ; which, in a country such as our 
own, are each year increasing in value. The price which 
is paid for landed property is therefore composed of two 
elements. The one represents the agricultural value of ; 
the land and may be estimated by the rent annually j 
yielded. The other element represents the pecuniary | 
value of those collateral advantages associated with land, | 
which liave just been alluded to. It is manifest that if 
this last clement constitutes any considerable portion of 
the whole value of the land, a man cannot afford to 
become the purchaser of land Vho dosings to cultivate 
it for profit. It Ims becni previously stated that in a 
thickly peopled country such as England, the difference 
between the market value and the agricultural value of 
land steadily increases ; himce each year a smaller area 
of our land will be cultivated by those wlio own it. This 
tendency to separate the cultivation from tiui ownership of 
the soil is, as previously explained, greatly intensified by 
various laws, such as 4he law of primogeniture and entail. 
It therefore becomes of particular importanct) as far as 
possible to remove all the encouragement, thus artificially 
given, to promote the aggregation of land. The opinions 
M;,the highest authorities on Agriculture, such as Arthur 
|pj>1ing and ofhers, have been quoted to show that the 
pseling of ownership exerts by far the most powerful 
^^uence that cJI be •brought into operation to secure the 
pftpst efficient cultivation of land. The same opinion has 
;been strongly expressed by Adam Smith and by almost 
^very other distinguished politicp-l economist who has 
written since his time. 

After having pointed out some of the economic dis- 
Iprdvantages associated with the aggregation of land, it 
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will be important to enquire whether there are any 
counterbalancing advantages resulting from our existing 
system of land tenure. Even those who are most decided 
in their opinions as to the productiveness of England's 
industry, must feel that the condition of those who are 
employed in agriculture is most unsatisfactory ; for there 
are few classes of workmen who, in many respects, are so 
thoroughly wretched as the English agricultural labourers. 
They are in many districts so miserably poor, that if they 
were converted into slaves to-morrow, it would be for the 
interest of their owners to feed them far better than they 
are fed at the present time. In some localities which are 
at a considerable distance from the manufacturing dis- 
tricts, twelve shillings a 'week may be regarded as the 
maximum of agricultural wages during the winter months. 
A few years since much lower wages prevailed; eight 
or nine shillings a week wore then frequently paid. A 
moment s consideration will show that such wages are 
barely sufhcient to supply the first necessaries of life. 
Meat^ cannot be tasted more than once a week, and those 
who have to exist on this scanty fare are more exposed 
than any others to the inclemency of our trying climate. 
Such wages will not permit the slightest provision to be 
made either for sickness or the feebleness of old age. 
Throug^hout large agricultural districts not a single agri- 
cultural labourer will be found who has saved as much as 
a week’s wages. A life of toiling and incessant industry 
offers no other prospect than a miserable old age ; for 
when these labourers are too old t^ work they will either 
be paupers in the workhouse, or they must come, as sup- 
pliant mendicants, for* parish relief. But even the phy- 
sical suffering which is associated with their poverty is 
not 4)he worst feature of their condition ; their ignorance 
is as complete as it is distressing. Improved schools, 
enormous educational granis, and a general zeal for 
instructing the poor, have failed t8 educate the agricul- 
tural labourers. The reason of the failure is obvious. 
When children leave school at eight or nine years of age, 
to become ploughboyi^ the little that has been learnt is 
sure to be forgotten ; and the consequence is, that in 
many large agricultural villages there is not one young- 
man who can read sufficiently well to understand a news- 
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paper. Parents may be accused of neglecting their chil- 
dren’s welfare; but how can we expect those who are 
so miserably poor, who are ignorant themselves and 
know not the value of knowledge, to sacrifice the two 
shillings a week that a child of eight or nine years of age 
may readily earn ? Other countries, no doubt, possess 
labourers who are equally poor and ecpially ignorant ; but 
the poverty and the ignorance are heightened, when con- 
trasted with the accumulated wealth and the x'aunled 
civilization with which they are •surrounded. We make 
these remarks in order to show, that even if the system 
of land tenure in this country is productive of wealth, yet 
that the distribution of this wealth is so unsatisfactory, 
that those whose labour is instrumental in producing it 
are miserably poor, and their life in every respect most 
unenviable. They have, in fact, l.o work with the regu- 
larity of machines, without hope that their condition will 
be improved \ 

Let us now inejuire whether •the condition of an agri- 
cultural community is more desirable when the land is 
owned and cultivated by peasant proprietors. Before 
quoting any special instances, it may be mentioned that 
the condition of a man who can enjoy the entire fruits 
of his own labour is in every respect superior to the 
condition of one who is simply a hired labourer, and who, 
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^ Since this description of the condition of tlie agiicultural labourer 
was written, a remarkable inovemeiit, inaugurated by Mr Arch, has led 
to the establishment (jf agricultural unions. These unions were com- 
menced in the siting of 1872; they had scarcely been in existence a year 
when they effected a not unimportant rise in agricultural wages through- 
out the country. This rise even in the di^ricts where the lowest rate of 
wages prevailed amounted to not dess than 2s. a week ; in other districts 
an advance of 8 «. or 48 . a week was secured. From what has already 
been observed oi^this movement, during the few years it has bfeen in 
operation, it seems probable that it will not only obtain a higher re- 
Ifcneration for the agricultural labourer, but it is also likely to exert a 
|B}werful influence in pronvpting his^eneral welfare. This subject will be 
■pbrred to again in the Chapter on Trade Unions, The condition of the 
B&lcultural labourer is likely to be further advanced through iniproved 
H|catlon. By the Filementary Education Act of 1870 eflicient schools 
provided for the whole coijutry, including the rural districts; and 
Ban Act which was passed in 1876 man^ of the evils resulting from 
^premature employment of children in agriculture have been prevented. 
■| child can now be employed under 10 years of age, and a child cannot 
^^mployed between the age of 10 aiid 14 unless he can produce a 
received a certain amount of education. 
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consequently, has no direct interest in the work . upon 
which he is employed. The faculties of the latter are 
not fully stimulated, his hopes are not excited by success, 
his energies are not called forth to contend with the 
difficulties and disasters to which every employment is 
liable ; his life is, in fact, one of dull routine. It may be 
said that he is spared many anxieties, with which the 
labourer who is his own master has to contend. But it is 
almost a truism to assert, that these cares and anxieties 
are valuable instruments of education, and that without 
them the human faculties can never be adequately de- 
veloped. These general observations may be corroborated 
by actual experience, at least in the case of an agricultural 
community. All writers on peasant proprietors bear the 
most decided testimony to their incessant and intelligent 
industry. In Switzerland, France, Flanders, and the Rhine- 
land, we are told that the small proprietors, who cultivate 
their own land, economise their time with the most scru- 
pulous care ; they carnestl}’^ strive to turn every half hour to 
the utmost possible advantage ; they work early and late, 
and their labour exhibits a watchfulness, and a fostering at- 
tention, which is never ac<iuired by hired labourers ; magical 
is the influence which the feeling of property exerts, and 
truly indeed has it been said by Arthur Young, that it is 
potent enough to turn sand into gold, and convert a desert 
into a garden. So great is the industry of peasant pro- 
prietors, that some writers have alleged, that they arc too 
industrious ; that they are, in fact, too much engrossed in 
the business of life. But it is with* reference to the pru- 
dential virtues, that they offer the most striking contrast 
to our hired labourers. ®Many of the worst paid workmen 
in this country are so reckless, that they seldom show any 
foresight for the future; and some persons^ consequently, 
who are impressed with this fact, have maintained, that 
higher wages effect no perijianent ^improvement in the 
condition of the poor ; that they do not save their increased 
earnings, but they either marry with increased recklessness 
and improvidence, or spend more money in drink. Im- 
proved education would, no doubt powerfully tend to cor- 
rect these faults, for an almost entire absence of prude^^j 
is one of the most certain effects of ignorance. Even wi^’ 
regard to the higher classes of English workmen one of 
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the most depressing influences with which they have had n. 
to contend is the difficulty of employing any savings which . ^ 

they may accumulate to raise themselves from the position 
of mere hired labourers. It may be shown that it is not 
so much the want of means as the want of opportunity 
which prevents the working classes employing their savings 
as capital; for the aggregate deposits in the Trustee 
Savings Banks and in the Post Office Savings Banks ex- 
ceed (1887) 97,000,000/.; [while in addition, a sum nf 
£3,700,000 has been invested through the agency of those 
Banks in Government Stock.] Although a portion of this 
amount is deposited by those who do not belong to the • 
working classes, yet there can b(‘- no doubt that a con- 
siderable proportion of this large sum belongs to the 
working classes and might be employed by them as capi- 
tal. In referring to the subject of co-operation in a sub- 
sequ( 3 nt chapter, it will be shown that there are grounds 
for hoping that with an advance in the general condition 
of the labourers they will b(' able by combining to employ 
their savings as capital in undertakings wliich to be suc- 
cessful require to be (conducted •upon a large scale. With 
regard to agriculture, so far as it can be successfully carried 
on by peasant proprietors, experience amply provr‘S that 
no more powerful motive can be brought into operation to ^ 
encourage prudence than the prospect of a labbiirer ac- 
quiring a plot of land which he can cuy^ivato as his own 
property. The value of such an acquisition tt) the labourer 
is not to be estimated by the amount of wealth with which 
it enriches him. It, makes him in fact a different man ; 
it raises him from the position of a labourer, and calls 
forth all those active qualities of. mind which are sure to 
be exerted when a man hjxs the consciousness that he is 
working on his own account. ' ^ 

These remftrks are corroborated by the unanimous testi- Evidence 
mony of competent authorities ; for it has been repeatedly 
affirmed that peasant pro jJ^ie tors are invariably a most 
thrifty class, and so anxious are they to accumulate capital, j^easant 
that the style of their living has often been erroneously proprie- 
supposed to denote poveuty, when it is simply a result of 

f eat economy. The advantage tfo be derived from saving 
brought most distinctly home to them. A small pro- 
ietor knows, that if he can save a few pounds, he win be 
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able to have another horse or cow, or perhaps some new 
implement, and he is able clearly to foresee the profit which 
he will derive from such a purchase. Let a man once feel 
how efficient the wealth which he saves may become in 
producing more wealth, and he is sure in future to exert 
himself actively to accumulate capital. Mr Browne, who 
was some years since the English consul at Copenhagen, 
has made some most interesting observations with reference 
to the peasant proprietors of Denmark. He bears decided 
testimony to their thrift, and also to the superior comfort 
in which they live. Thus, he says, ‘ The first thing a Dane 
does with his savings is to purchase a clock, then a horse 
and cow, which he hires out, and which pay a good interest. 
Then his ambition is to become a petty proprietor, and 
this class of persons is better off than any in Denmark. 
Indeed, I know of no people, in any country, who have 
more easily within their reach all that is really necessary 
for life, than this class, which is very large in comparison 
with that of labourers.’ 

A system of small landecl properties has sometimes been 
condemned, because it is«supposed to encourage a reck- 
less increase of population. Thus th^ late Mr Richard 
Jones, in some lectures which he gave as Professor of 
Political Economy at the East India College formerly 
existing ^t Haileybury, says. that the peasant proprietors 
are ' exactly in thjp condition in which the animal disposi- 
tion to increase their numbers is checked by the fewest 
of those balancing motives and desires which regulate the 
increase of superior ranks, or more civilized people. He 
however entirely fails to support this opinion by specific 
facts. Many other writgrs besides Mr Jones have main- 
tained that small landed proprietors must become gradu- 
ally impoverished, in consequence of the continued division 
of the land amongst the children of each gtoeration. It 
is not unfrequently assumed, that a man will marry directly 
he acquires a small landed ^opertji^ a large family will 
have to be maintained, and that the father will be able, 
at his death, to make little or no provision for his numer- 
ous children, unless he either divides the land which he 
owns amongst them, or* else leaves the land to one of his 
children heavily encumbered with annuities, to be paid to ^ 
the rest. In order to disprove such suppositions, we will 
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in the first place show that all A priori reasons would lead 
us to conclude that the ac(juisitioii of property will act 
more powerfully than any other circumstance to make a 
class prudent with regard to marriage; we shall, in the 
second place, adduce specific facts bearing upon the slow 
rate of the increase of population amongst 2 >c'asant pro- 
prietors. 

The most casual observer must have retYvarked that thcj 
poorest classes in this country show the greatest imj^rn- * 
dence with regard to marriage. As a general rule, a man 
does not marry, in the middle and upper classes, unless he 
believes that he shall, at any rati^, be al)le to give his 
children as good an education as he has himself received, 
and be also able to place them in a social position similar 
to that which he himself occupies. Th(} majority of men 
are accustomed to some particular style of living, and they 
generally refrain from marriage, if the increased expenses 
of married life would compel them to live in a manner 
which would not give them, what has been aptly termed, j 
‘their habitual standard of comfort." But the very poor; 
are not influenced by any such* considerations — they are | 
not restrained from marriage by a desire lo j^reserve a | 
certain standard of comfort. What standard of comfort | 
could the miserable cottiers of Ireland have had ? Those j 
who are accustomed to poverty do not atteni})t tt)\5xercise 1 
any restraint with regard to marriage; an^d amongst such 
persons, poj^ulation is only restrained by the great mor- 
tality which prevails amongst the very poor, and more 
especially amongst thi3ir children. But whc*n a labourer 
becomes a small landed proprietor he is at once influenced 
by the same motives which render; the middle and upper 
classes prudent with regard to marriage. A person in the 
middle classes appreciates the value of the position he 
occuj)ies; and*he will not marry, if marriage will so im- 
poverish him as to render it necessary for him to resign 
his position. A smal^ landecf proprietor must be quite as 
forcibly convinced of the superiority of his own position 
compared with that of a hired labourer; and he will be 
equally careful not to marry, if he considers that the 
^expenses of a family would force him to give up this posi- 
[tion, and would compel him to sell his land, and return to 
|bhe ranks of the ordinary labourer. There is, moreover, 
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abundant evidence to prove that petisant proprietors are 
acted upon by these motives. Sismondi, perhaps more 
than any other writer, has been impressed with the evils 
which result to the poor from over-population, consequent 
on imprudent marriages; and his strong advocacy of pea- 
sant properties is principally based upon the conviction 
that the system acts powerfully to restrain population. 
His testimony with regard to France is extremely impor- 
tant, because in France the system of peasant proprietor- 
ship is put to the most severe test, by the operation of the 
law which enforces the equal division of landed property. 
Sismondi says, ‘There is no danger lest the proprietor 
should bring up his children to make beggars of them. 
He knows exactly what inheritance he has to leave them ; 
he knows that the law will divide it equally amongst 
them; he sees the limit beyond which this division would 
make them descend from the rank which he has himself 
filled, and a just family pride, common to the peasant and 
to the nobleman, makes him abstain from summoning into 
life children for whom he cannot properly provide.’ 

Mr Kay, who may al-ivays be relied upon as a most 
accurate observer, shows that the prospect of acquiring 
landed property makes not only those who are engaged 
in agriculture prudent with regard to marriage, but also 
exerts tlie same influence upon the labourers who are em- 
ployed in the adjacent towns. Speaking of Switzerland, 
he says, ‘In some parts, as in the canton of Argovie, for 
instance, a peasant never marries before he attains the 
age of twenty-five years, and generally much later in life; 
and in that canton the women very seldom marry before 
they have attained the age of thirty. Nor do the division 
of land, and the cheapness of the mode of conveying it 
from, one man to another, encourage the providence of the 
labourers of the rural districts only. Thley act in the 
same manner, though perhaps in a less degree, upon the 
labourers of the smaller towfls. In the smaller provincial 
towns, it is customary for a labourer to own a small plot 
of ground, outside the town. This plot he cultivates in 
the evenings, as his kitchen-garden. He raises in it vege- 
tables and fruit for the use of his family during the winter. 
After his day’s work is over, he and his family repair to , 
the garden for a short time, which they spend in planting, 
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sowing, weeding, or preparing for sowing a harvest, ae- ”• 

icording to the season. The desire to become possessed of 
lone of these gardens operates very strongly in strengthen- 
ling prudential habits, and in restraining improvident 
[marriages. Some of the manufacturei's in the canton of 
[Argo vie told me that a townsman was seldom contented 
luntil he had bought a garden, or a garden and house, and 
|that the town labourers generally deferred their marriages 
ffor some years, in order to save enough to purchase either 
|one or both of these luxuries.* Mr Kay also proves, 
iby precise statistical facts, that* the peasant proprie- 
;tors of the Prussian Rhine-land are extremely provident . 

[with regard to marriage, the oidinary age at which 
ipeople there marry varying between twenty-five and 
^thirty years. Numerous other facts miglit bo adduced, 

[to prove that a system of cultivation by peasant pro- 
fprietors is in every respect most satisfactory in its social 
[consccpiences. 

In contrast with these results, the elfi'cts of our own Effects of 
system of land tenure may be correctly chara(*tta*isod in 
the lollowing manner, riie laud is owned by cornpara- contriwted 
tively few great landlords; it is occupied by tenants who with that 
have sufficient capital to cultivate large farms, and the 
labour is supplied by hin^d labourers, whose poverty is 
proverbial and whose industiiial status is altogeCher un- 
satisfactory. When the soil of a countjry is owned and 
cultivated by peasant proprietors, the efficiency of pro- 
duction is not interfered with ; and we believe it has 
been shown that th ^4 social and material condition (jf 
peasant proprietors is most satisfactory. Our own history, 
at least, proves that this class, formerly represented in 
this country by the ancient yeomanry, has ever been dis- 
tinguished for its independence and its patriotism. 

Whenever tfhe system of peasant properties is advocated, it is not 
it is important to state, in the most explicit manner, that 
it is not desirable to ^ive aAificial encouragement to the artificial 
3reation of small landed properties either by compulsory encourage- 
.egislation or by grants of public money. Some people 
are never tired of repeating the misrepresentation that all 
yho are dissatisfied with the Ehglish system of land ^pertiesin 
bnure, are anxious to substitute for it the French law of 
lompulsory subdivision of land. Neither the aggrega- 
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tion of land nor its subdivision ought to be enforced by 
legislation. If things were allowed to take their natural 
course, experience would soon prove which system of land 
tenure was the most beneficial to difterent countries. The 
objections to the creation of peasant properties by ad- 
vances of public money will be dealt with in a future 
chapter^ 

It has already been stated that in growing corn and 
some other products, large farming will become com- 
paratively more advantageous than small farming, as 
machinery is more extensively used in agriculture. In 
order, therefore, to combine the peculiar advantages as- 
sociafed with large farming with those resulting from 
peasant properties, it may be anticipated that, in future, 
land will often be owned and cultivated by associations 
of labourers. The desirability of forming such associa- 
tions will be shown in the chapter which describes the 
progress of co-operative societies. 

A great extension of the system of small properties in 
land has resulted from the emancipation of the serfs of 
Russia which was carried out by the late Emperor Alex- 
ander. Previously the whole land of Russia was cultivated 
by serfs. These serfs were supposed to number about 
22,000,000; their condition had for ages been that of semi- 
slavery.' Each serf generally occupied a small portion of 
land; and instead) of paying the proprietor of the soil any 
rent, the serf was bound to give him a certain proportion of 
his labour, and to render him various other services. As 
long as the serf fulfilled his obligatvms, he had a claim to 
the plot of ground which he was accustomed to cultivate. 
The landed proprietor ^as, however, permitted to exercise 
upon the serfs much of the tyranny with which, in feudal 
times, the lord oppressed his villeins. A Russian serf could 
not marry whom he pleased; labour was rutbiessly extorted 
from him by the stick and by other means of corporal 
punishment; and a trivial offence, perhaps never properly 
investigated, would often consign a serf to perpetual Sibe- 
rian exile. The Emperor Alexander II. of Russia made 
every Russian serf a free labourer, and gave him possession 
of two thirds*of the smAIl plot of land which he held upon 


* See Chapter xi. Book II. 




Peasant Proprietors, 


203 


he feudal tenure previously described. The time which has 
^lapsed since this great scheme of emancipation was com- 
peted, is too brief to enable a judgment to be formed as to 
ts results. It need cause no surprise or disappointment 
hat so fundamental a change in the social and economic 
endition of a nation, should be accompanied by some 
.emporary inconvenience, even to the emancipated serfs 
hemselves. But all experience would lead to the conclu- 
don that Russia will in a few years derive incalculable 
advantage from a reform which may convert millions of 
serfs into as many prosperous peasanT. proprietors. N othing 
probably has so powerfully contributed to' promote the 
progress of Prussia as the reforms which were carriocl out 
,n her system of land tenure, at the commencement of 
he present century, by Stein and JHardenberg. A feudal 
tenantry was transformed into cultivating proprietors, who 
lave probably more than any other class contributed to 
he social and material advancement of Prussia. But the 
extraordinary manner in which France hus recoven^d her 
prosperity since the conclusion of her disastrous war with 
3ermany, affords the most striking illustration of the 
wealth diffused amoi^g the agricultural classes by a system 
if peasant properties. Although the cost of the why to 
France including the indemnity to Germany was not less 
than 400,0()(),000i., and although many extensive tracts of 
[and were laid waste, yet a great portiop of the money 
required for this enormous outlay was readily supplied 
From the accumulated savings of the French pcasaiitry. 
English writers not ^unfrequently assert that French 
agriculture is inferior to that of our own country. It 
hould however be remembered that whereas English 
farmers often cultivate the land with very inadecpiate 
capital, and English agricultural labourers have no capital 
at all, it has-been shown that the French peasantry 

E osscssed great reserves of capital oven after their country 
ad been desolated b}%a destitictive war. It has been well 
^id that the French * would save money out of wages 
ihat would scarcely suffice to keep English labourers off 
Bie pauper roll;’ and theriP seems to be every reason to 
include that these habits of thrift which Imve been so 
fceply implanted in the French character have been 
^werfully stimulated by a system of land tenure which 
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^ ^ prietary rights in the soil. 

As offering a striking contrast to the description which 
has just been given of the French peasantry, we shall in 
the next chapter have occasion to refer to the deplorable 
effects which have been produced in Ireland by a bad 
system of land tenure. Hitherto almost every motive 
which could prompt the exercise of prudence and other 
industrial virtues has been absent from the life of the Irish 
peasant. A reckless increase of population has been en- 
couraged, and in many districts the normal condition of 
^ the people has been one of distressing poverty. By the 
The Trhh Irish Land Act of 18<S1, the Irish cultivators have had 
1881^ ^ conferred upon them proprietary rights which they never 
previously enjoyed. If the productiveness of the land is 
! increased through the application of their capital and skill, 

' the advantage is now legally secured to them, and will no 
■ longer be taken from them in the form of increased rent. 
It may be reasonably anticipated that under the influence 
of this legislation, the Irish character will be gradually 
I modified; for there can ‘be no reason to suppose that the 
I feeling of ownership will not produce *.upon the Irish much 
I of the same kind of influence which it has been shown 
i has been exerted upon the French and other people who 
I enjoy |)roprietary rights imthe soil. 



CHAPTER Vll. 


METAYERS, COTTIERS, AND THE ECONOMIC ASJ'EC'I'S OF 
TENANT-RIGHT. 


A very considerable portion of the land of Europe is 
cultivated by metayers, and nearly the whole of the 
soil of Ireland before the famine in 1848 was occupied by 
cottier tenants. A metayer originally occ^npiiid the land 
on the condition that tht) landowner should receive one 
half the produce as his rent . The name is still pr(.*served, 
although the terms of this tenancy have been much 
modified. Almost the whole of Tuscany is cultivated 
by metayers, who pay the landlord two thirds of the 
produce as rent; a metayer tenancy thcrtdbrc now sig- 
nifies, that a certain fixed portion of the produce should 
be paid as rout. Whether thit? portion should be one half,^ 
two thirds, or any other amount, seems cbiefly to be regu-| 
lated by the customs of different countries. Thosc^ who 
are only actpiainted with English agriculture find it diffi- 
cult to imagine the great extent of land which is cultivated 
by metayers. Before the revolution of 1790, nearly the 
whole of the land of France was rtmted by metayers, and 
even at the present time scarcely any other system of 
land tenure is known in Piedmont, Lombardy, Tuscany, 
and other parts of the Italian peninsula. 

I The cottier tenure is so anomalous that it is not easy to 
bharacterise it in a brief desmption. It may however be 
tod generally, that a landlord takes from a cottier in thei 
iorm of rent the utmost possible amount. The cottieM 
Bas only left to him thfb meang of bare^ subsistence^ 
Bottier rents are nominal in pecuniary amount; because 
Bese rents are fixed so high, that it is impossible for the 
^ttiers ever to pay them. The nominal amount of the 
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rent often exceeds the whole produce which the land would 
yield. These tenants, therefore, are perpetually in arrear, 
and this gives the landlord the means of appropriating 
to himself the whole advantage of any unusually good 
crops. 

We have classed metayers and cottiers together, be- 
cause the same disadvantages in part belong to these 
two systems of land tenure; but the results which arise 
from these tenures offer in many other respects a striking 
contrast. • 

The metayer tenancy illustrates in a very remarkable 
manner the control which custom exerts over competition; 
for the fact that metayer tenure prevails throughout a 
country plainly indicates that many landlords sacrifice 
their own interests, in order to obey a custom; since it 
can be readily shown, that the rent of land, if regulated by 
competition, would in the majority of cases greatly exceed 
the metayer rents which are paid. And this will be true 
whatever may be the portion of the produce at which the 
metayer rents are fixed; for instance, in Tuscany two 
thirds of ‘the whole produce are apportioned to the landlord. 
This is probably the highest metayef rent which is paid. 
The fertility of the soil of Tuscany must be such, that one 
third of the produce which is yielded by any land which 
is cultivated suffices to pa^ the expenses of cultivation, 
and also rernurferate the tenant for his labour. If one 
third of the produce was not sufficient to do this, the land 
would be cultivated at a loss; since it is supposed that 
two thirds are allotted to rent. But if one third of the 
produce yielded by inferior land is sufficient for the pur- 
poses just mentioned, Kien it is manifest that one thii^ of 
the produce yielded by more fertile land would more than 
suffice, according to the rates of profit anc^ wages current 
in the country, to remunerate the tenant for the capital he 
expends, and fi^r his labour of superintendence. But when 
rents are regulated entirely Dy competition, a farmer can- 
not hope to obtain more than the average rate of profit, 
and, in such a case, the farmer who cultivates productive 
land is not in a better, positioil than a farmer who occu- 
pies land of inferior prwuctiveness. The landlord is able 
to appropriate to himself the whole advantage of the 
increased fertility; since, when rents are regulated by 
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pmpetition, they are adjusted in proportion to the fer- 
Ipity and other advantages which a particular farm may 
^ssess. When, therefore, metayer rents are paid, the 
tenants who happen to occupy the most productive land 
possess a beneficial interest, the value of which is pro- 
portioned to the productiveness of the soil. We will 
illustrate our meaning by an example. Let it be sup- 
posed that there are two farms which vary greatly in 
productiveness, but in the cultivation of which the same 
amount of capital is invested ; thii^ amount being 2000/. 
Let it be further assumed that the ordinary rate of agri- 
cultural profit is ten f>er cent., and that therefore these 
farmers will be s;ati^fied with a profit of 200Z. The annual 
expense of C‘U[ftivation, including wages, seed, wear-and- 
tear of implements, &c., may be assumed to be in each 
farm 800Z. Let the annual amount of tlu*, produce of 
the two farms be nisptictivedy 1800/. and 1500/. If, tluu’e- 
fore, the two farms paid remts of 800/. and 500/. n^spect- 
ively, there would in each case be 1000/. left to the 
farmers; this would replace their capital, and leave them 
200/., or a profit of ton per e.ent., as a remuueiation for 
their own labour and capital. Thesi'. farms th( ire fore, if 
the rents were regulated by (jonipetition, woidd pay rents 
of 800/. and 500/. respectiva^ly. We will now examine 
what would occur if these twft same farms, cultivated by 
the same amount of capital as before, paid a nn stayer rent 
of one third the produce ; the produce from the two farms 
above suj)posed being 1800/. and 1500/., the metayer rents 
;WOuld conseciuently be GOO/, and 500/. respetetively. The 
Worse farm of the two therefore pays the same rent ixs 
before, but the better farm i)ayj* a rent of 200/. less ; 
therefore the metayer tenant who occupi(is the more 
fertile farm would have a beneficial interest which might 
pe estimated *at 200/. per annum. In any special case 
■he amount of this beneficial interest depends upon the 
productiveness of th(? land. *The purport of this example 
Bas not been to prejudge the question, whether or not, 
nder a metayer tenure, the landlords receive smaller 
Kits, and the tenants are better off than if they occupied 
land upon a rack-rent. Such a question can only be 
^wnnined by considerations upon which we will proceed 
B^remark, But the object of the above example is to 
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show, that wh^n rents are regulated by a custom which 
fixes them at a certain ^ definite proportion of the produce^ 
then the rent paid by the most productive soils is less in 
excess of that paid by the less productive than it would 
be if both were let on rack-rent. 

The arrangements connected with the metayer tenure 
vary greatly in different countries. The landlord almost 
always supplies a portion of -the capital. Sometimes he 
provides the stock, the tenant buying the seed and imple- 
ments. In Piedmont, the landlord pays the taxes and 
repairs the buildings, and the tenant provides stock, im- 
plements, and seed. According to Arthur Young, the con- 
ditions of the metayer tenure in France before the revolu- 
tion, were far more complicated and variable than at the. 
present time. In Champagne, the landlords commonly 
findTialf the cattle and half the seed, and the metayer, 
labour, implements and taxes : but in some districts the 
landlord bears a share of these. In Roussillon, the land- 
lord pays half the taxes ; and in Guienne, from Auch to 
Fleuerne, many landlords paj all. Near Aguillon, on the 
Garonne, the metayers iurnish half the cattle. But the 
metayer tenures of all countries arc controlled by the 
principle, that the conditions of the tenure are arranged 
according to an undeviating usage. Thus, if it is customary 
in Piedmont that the landlord should pay the taxes, repair 
the buildings, vend receive two thirds of the produce as 
rent, it would be an unheard-of thing for a metayer 
tenant to have his rent raised to three fourths of the 
produce, or to be displaced from Ifis occupation, because 
some other person offered the landowner a higher price 
for the use of the land# The whole tone of public feeling 
would prevent the landlord accepting such an offer; in 
fact, persons would be restrained from making the offei 
by feelings similar to those which prevent a barristei 
publicly announcing that he will hold briefs at one hali 
the customary fees. Lancf is oft'bn retained for man} 
generations in the same family, by metayer tenants 
they almost regard the land as a patrimonial possession 
because they believe that they* will not be displaced froir 
its occupation, and t&at the conditions on which the^^ 
hold it will remain unchanged. Metayer tenants there 
fore may justly, in a modi&d sense, regard the land sf 
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;heir own property, and consequently to this tenure be- it, 
long, in part, those advantages which, as shown in the , 

iast chapter, result from small properties when- cultivated and pea- 
by their owners. We say these advantages only belong 
in part to the ni?^ayers, because many of those motives 
upon which depend the advantages of peasant properties 
only act with limited effect in .the case of a metayer 
tenure. For instance, a metayer feels that ho has a claim 
to only a portion of the fruits of his labour ; if he is more 
industrious, and his land is mado more productive, the 
landlord takes a portion of this increased produce, there- 
fore the feeling of self-interest which stimulates the active 
and intelligent industry of the ])easant proprietor cannot 
act with equal force upon the metayer. But a more 
serious objection than that ju.st noticed is that the metayer 
system often discourages the application of capitSj both 
by the landlord and by his tenant. For instance, if the 
land is drained at tin* (expense* of a mcctayer landlord, 
whoso rent is one third of the produce, the laud is of 
course made more productive, but the laudlord only se- 
cures one third of thcc iiucreastcd j)roduce ; thic remaining 
two thirds are gralTuitously given to the tenant, who has 
borne iKjiie of the expense. If, on the other hand, the 
land was drained at the sole cost of the tenant 
a similar manner, will only obtain two thirds of the 
advantage ; the remaining one third ^^ould be gratui- 
tously presented to the landlord. Whenever the metayer 
system is inefficient, it is no doubt principally due to 
this cause; in fact, the strongest opponemts of metayer inefid- 
cultivation most streinunisly insist on the great want of 
Capital which it exhibits. I'liis (Ejection may be, and is, 
no doubt, overcome in those countries where the metayer generally 
^farming is rngst satisfactory ; for when the application of 
^capital is required, there is no reason whatever why the capital. 
inietayer landlord and his ^enants should not equitably 
Arrange between theniselves the particular amount which 
mch party should respectively spend. If the metayer 
ients were one third of the produce, then it might be 
Suitably arranged that 6ne thir<J of the cost of such a 
|wful improvement as drainage should be borne by the 
B^uprd, and the remaining two thirds by the tenant. 
^Hikerms of the contract might be varied under different 

M. o 
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circumstances ; the Umant ought not to pay so much, if 
there was any chance that his term of occupation would 
be limited. Arrangements similar to these are frequently 
made between English landlords and their tenants, when 
money is borrowed from the Land Improvement Com- 
panies, for the purpose of carrying out works of perma- 
nent utility. Although it has been pointed out that a 
metayer might not have the same motive as a peasant 
proprietor has to improve the land by incessant industry, 
and by judicious application of capital, yet on the other 
hand, it must be remembered that the labour of the 
metayer will be, in all probability, much more efficient 
than that of our own agricultural labourers, who simply 
work for hire ; they have no interest in the work in which 
tiny are employed, they have no motive but to labour 
with just sufficient skill and regularity to avoid being dis- 
missed. To them it is a matter of little moment whether 
their employer’s proffts are larger or small. The indo- 
lence and carelessness which are thus engendered cause a 
loss to .an employer of hired labour which is rarely ado- 
(juately appreciated. Iif’ metayer cultivation, little hired 
labour is employed. A metayer generally occupies no 
more land than he can himself cultivat(3 with the assist- 
ance of his family. He therefore, far more than the hired 
labourer, is stimulated to^‘ be industrious, because the 
profits which hw exertions produce are at any rate in part 
his own. 

The most contradictory opinions with regard to the 
results of metayer farming have b(9on expressed by those 
who have observed it in various countries. These differ- 
ent results may, no doikbt, be attributed to the particular 
(iustoms which prevail with regard to the rneiayer tenures 
in different countries. Some of these customs have al- 
ready been noticed. We believe that the efficiency of the 
metayer tenure depends on the extent to which the cus- 
toms of a country fixcilitate^the application of capital to 
the land. The efficiency of the metayer cultivation also, 
in a great degree, depends upon the security which the 
tenant has th«Mt he shall not be^disturbed in the possession 
of his holding. It is Thopeless to expect that there ever 
can be good farming when the cultivator is a mere tenant j 
at will, who is ever liable to have his rent raised in pro- 
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portion to the improvement produced on the land by 
either his skill or his capital. The evil has been partly 
remedied in England by the leasing of farms at a rack- 
rent for a period of years which varies Irom seven to 
twenty-one ; but, even under this system, enterprise on 
the part of the farmer is much discouraged; for it too 
frequently happens that his rent will be raised at the 
expiration of his lease if he has made his farm more pro- 
ductive. This evil is remedied by the metayer tenure ; for, 
as we have before remarked, a mt^tayer tenant is seldom 
displaced, and a rent, which is fixed at a certain definite 
portion of the produce, gives the tenant a beneficial 
interest in the incn^ased productiveness of the soil. 

We will now proceed to consider how far these geruTal 
d j)riori remarks uj^on metayers an^ corroborated by the 
facts which have been derived from expericuict^ and obser- 
vation. Most English writers on this subject, including 
Arthur Young, Mr Mc'XJulloch, and Mr domss, have Ixuni 
unsparing in their denunciations of the metayer system ; 
they assure us that it causes the land to be wretchedly I 
cultivated, that it deprives the fandlords of half the rent | 

‘ they might obtain inider a different tenure, and that it | 
makes the metayers themselves more impoverished and 
more wretched than ordinary labouix'.rs. But thes(^ writers ! 
have principally formed their opinions by observing the 1 
condition of the French metayers. PVbneh agriculture 1 
does not, however, afford a fair test of the effects of me- | 
tayer farming ; for it labours under many disadvantages | 
which do not operate* in other countries. Mr Jones, for I 
instance, supports his opinion by quoting I'urgot ; but i 
Turgot spoke of the country befori? the French revolution. 
Then the exclusive privileges of the P'rench nobility ex- 
empted them from direct taxation, and the most biuxhui- | 
some imposts were thrown entirely upon the mc‘tayer | 
tenants. But in Piedmont it is an essential condition of 
the metayer tenure tlTat taxes should be paid by the land- 
owner. In fact, one passage in Arthur Young s own work 
is sufficient to explain all the defects of the P''reiich me- 
tayer agriculture. He saj^ that ii^ Limousin and Angou- 
mois (the provinces which Turgot administered, and from 

f ffiich he formed his impression of the metayer system) 
the metayers have no virtual fixity of tenure : whereas 
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the metayers of Italy claim fixity of tenure as an essential 
condition of their contract.’ ' Again, in Limousin/ Arthur 
Young tells us, ‘ the metayers are considered as little 
better than menial servants, removeablo at pleasure, and 
obliged to conform in all things to the will of the landlord.’ 
Under such circumstances the system must in every re- 
spect work badly, and the metayers themselves must 
inevitably be poor and wretched. 

The metayer tenure of Italy strikingly contrasts with 
that of France, both in. its results and in the nature of the 
contract. Almost the entire land of Lombardy and Pied- 
mont is cultivated by metayers. The excellence of the 
agriculture in those countries is proverbial ; in fact it is 
not surpassed in any country in the world. This excel- 
lence is not due to any peculiar natural advantages. The 
soil of Piedmont is scarcely of average fertility, and Lom- 
bardy was for years exposed to intolerable oppression by 
its Austrian rulers. Bad government is usually supposed 
to cause the impoverishment of a country. The Lombard 
system of agriculture must, therefore, have been singularly 
efficient ; for Lombardy continued one of the best culti- 
vated and most productive countries during the whole 
period through which it was oppressed by Austrian 
tyranny. In Lombardy and Piedmont the land is not so 
much subdivid(*d as in France ; a metayer farm seldom 
exceeds sixty, but is never less than ten acres. The farm 
buildings are models of convenience and comfort. Com- 
petent observers affirm that nothing can exceed the skill 
and economy displayed in the management of the land. 
Chateauvieux, who is an excellent authority, says — ‘ In 
Piedmont and Lombardy the rotation of crops is excellent. 

I should think no country can bring so large a portion of i 
its produce to market as Piedmont. Though the soil is 
not naturally fertile, the number of cities "is prodigiously 
great. The agriculture must therefore be eminently fa- 
vourable to the net, as well as thd gross produce of the 
land.’ Again, he remarks — ‘ In no part of the world are 
the economy and management of the land better under- 
stood than in Piedmont, and this explains the phenomenon 
of its great population and immense export of provisions/ 

In the valley of the Amo, the metayer farms are much ' 
smaller than in Piedmont and Lombardy, their size vary- 
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ing from three to ten acres ; and yet, in spite of this gioat ”• 

subdivision, numerous travellers have described the valley 
of the Arno as cultivated with singular care and skill, and 
as presenting a most prosperous appearance. Th(i hold- 
ings are so small that the homesteads of the metayers are 
situated at a short distance from each other. We are 
assured that these homesteads appear to be most neatly 
kept and have a thoroughly comfortable aspect, and the 
metayer peasants in this valley are well and tjistefully 
dressed. It is true that English writers have said, If you 
enter the house of a metayer he does not seem to live as 
much at his ease and to possess the same luxury as the 
farmers of other countries ; but it is most unreasonable to 
make such a comparison. A metayer in the valley of the 
Arno, who cultivates his five or six acres of land, ought 
not to be contrasted with our own farmers who possess 
large capital ; such a metayer is essentially a labourer, he 
cultivates the land without the assistance of hiri'd labour; 
if therefore we wish fairly to compare the condition of an 
agricultural population in a metayer country with its con- 
dition under a different system of land tenure, we ought to 
contrast the rnetayej* not with capitalist farmers, but with 
agricultural labourers, working for hire. If this compari- 
son is made, there certainly can be no doubt that the 
metayers of Italy in their .social and economic c^)ndition 
are in every respect greatly superior to ^ur own agricul- 
tural labourers. 

Chateauvieux bears important testimony to the bene- Kimihj- 
ficial influence exertud upon the landlords by a metayer 
tenure. Nothing, in fact, seems to enforce with so much landlord 
practical effect the important maxim, that property has ovd tenant 
duties as w'cll as rights. The following very intelligent 
remarks are made by Chateauvieux : ‘ The metayer system aysuntu 
constantly occupies and interests the proprietors, which is 
never the case with great proprietors, who lease their 
estates at fixed rents. It •establishes a community of 
interests, and relations of kindness between the proprietors 
and the metayers — a kindness which I have often witnessed 
and from which result great advantages in the moral con- 
dition of society. The proprietor ulidcr this system, always 
interested in the success of the crop, never refuses to make 
an advance upon it, which the land promises to repay with 
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interest. It is by these advajices and by the hope thus 
inspired, that the rich proprietors of land gradually perfect 
the whole rural economy of Italy. It is to them that it 
owes the numerous systems of irrigation which water its 
soil, as also the establishment of terrace culture on the 
hills — gradual but permanent improvtuneiits which common 
peasants, for want of means, could never have effected, and 
which could never have been accomplished by the farmers, 
nor by the gicuit proprietors who let their estates at fixed 
rents. The mcitayer system therefore forms of itself that 
alliance between the ric^i proprietor, whose means provide 
for the improvement of the culture, and the metayer, whose 
care and labours arc directed, by a common interest, to 
make the most of these advantages.’ Sisinondi, who was 
a resident metayer landlord, speaks in warm approval of 
the system. He provc^s by the most definite facts that 
under the metayer tenure the land is well cultivated, and 
that the condition of* the metayer tenants is in every 
respect most satisfactory. 

The object wo have had in view in making these re- 
marks upon the metayer tenure has not been to propose 
its introduction into England ; this, even if desirable, we 
well know is impossible, for it is the fundamental prin- 
ciple of this tenure, that the rent of land should be regu- 
lated by custom and not by competition. But custom is 
gradually exercif^ng less influence upon the commercial 
arrangcmients of our own country ; and rents, profits, and 
wages are (jach year apportioned more completely in 
accordance with competition. Wc .have, however, been 
chiefly induced to make those remarks, because the ])re- 
judice of English writers against every system of land 
tenure different from our own has been so great, that it 
is comm<jnly assumed that the metayer tenure produces 
unmixed evils in the countries where it exists, and that 
these countries can never be greatly improved until it is 
replaced by a system of cultivation resembling our own. 
The facts just mentioned are sufficient to disprove such 
an opinion, for we believe the following propositions have 
been established : — that the metayer system of cultiva- 
tion is in many instances extremely efficient; — that the 
metayer tenants are generally in a condition greatly su- 
perior to that of our own day-labourers; — and, that the 
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metayer landlords are often induced to perform those duties 
pertaining to landed property wliich are too froc^uently 
neglected by the landowners of our own country. With- 
out wishing, therefore, to advocate any Utopian scheme 
for the introduction of this tenure into England, we still 
think it very important that its merits as well as its 
defects should be known. 

It has already been stated that iho cottier and nuitayer 
tenure will bo described in th(? same cha|)ter, because the 
former system of cultivation exhibits none of the advan- 
tages which belong to the latter, \fhile it possesses all its 
defects in an aggravated form. The cottier tenure has 
existed on a far more extended scale in Ireland than in 
any other country, for before the fajnine of 1(S48 nearly 
the whole of the land in Ireland was cultivated by cottiers, 
and even at the present time this form of tenancy still 
exists. The cottiers of Ireland may 1x3 described as pea- 
sant cultivators; for they rent the land directly from the 
landowner, and cultivate it by their own labour. The 
produce of the land is, therefore, as in tin* case* of the 
metayer tenure, entirely divided between the landlord and 
the cultivator; but .there is a fundamental difference be- 
tween the metayer and the cottier tenure. Tho rent 
which the metayer pays is detiiutely fixed by custom; on 
the other hand, the rent which, the cottier pays is %.‘ntircly 
regulated ]»y (competition. Custom also generally gives to 
the metayer fixity of tenure, but no such fixity of tcjuire 
can be claimed by cottiers; they compete against eac’.h 
other for the possession (d‘ a })lot of land, and the landlord 
is only anxious to obtain those tenants who will give him 
the higliost rents. Now the rack-^;ents, which are paid by 
the large capitalist farmers in England, are regulated by 
competition; and it may therefore be asked — Can there 
be any essential difference between rack-rents and c(.)ttier- 
rents^ There is this essential and very important differ- 
ence; a rack-rent is* detern»ined by the competition of 
capitalists, whereas a cottier-rent is determin(‘d by the 
competition of labourers. The conse(]uences of this dis- 
tinction we will proceed tu explain. When farmers apply 
large capitals, as in England, to cuHivate their farms, they 
expect to obtain the ordinary rate of profit for their capital, 
and a reasonable remuneration for their labour of super- 
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iuteridence ; it is, therefore, quite impossible that the rent 
paid by English farniei's could long continue so high as to 
prevent tliis ordinary rate of profit being received, for if 
this were so, capital would not continue to be invested in 
farming, but would inevitably be applied in other employ- 
ments, where the ordinary rate of profit could be secured. 
Rack-rents, therefore, are k(q)t, as it were, in a position of 
stable equilibrium by the competition of capital; for com- 
])etition of capital signifies that men arc eagerly anxious 
to invest their capital to the greatest possible advantage; 
and coiise((uently, a rdck-reiit is in this manner so ad- 
justed, that fanning is, on the average of years, neither 
much more nor much less profitable than other occupa- 
tions. In the case, however, of a cottier tenancy, it is 
j)opulation, and not capital, which competes for the land. 
The Irish cottiers, for instance, are miserably poor peasants, 
who possess no capital, exce})t one or two tools and the 
scanty furniture of their wretc.hed hovels. When, there- 
fore, they conqiete for a plot of land, it is absurd to sup- 
I)ose that they calculate the rent which they are willing 
to pay, by considering wlxither their ca))ital would secure 
a higher rate of proHt in some otlier investment; they are 
themselves fit for no other employment, and all the capital 
they possess would scarcely i‘ealise more than a nominal sum. 

To a ‘•cottier, the possesshjn of a plot of land is not a 
(question of profit, but of subsistence; and consequently, 
in any district, the more numerous thi^ })easantry, the 
more actively will the land be competed for. The pea- 
santry of Ireland were so long acpustomcKi to poverty, 
that they were satisfied if they could occupy a plot of 
ground, and obtain from it just sufficient food to provide a 
bare subsistence; their habitual standard of comfort was 
almost inconceivably low; every adult peasant married, 
and a want of food, with its consequent disease's, was the 
only check upon population. Such being the condition of 
the Irish peasantry, it may tho naturally supposed that 
cottier rents were forced up to their highest possible 
point; the cottier could only obtain just sufficient to live 
upon, and the whole remaining produce was paid to the 
landlord as rent. The •pecuniary amount of these cottiei 
rents may be regarded as merely nominal ; a peasant wa^ 
so anxious to obtain a plot of ground, that he cared not 
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what rent he offered for it; he well knew that the land- »«<>« n. 
lord, whatever was the nominal amount of rent, must 
leave him sufficient to live upon. And thus we learn, 
from the evidence taken before Lord Levon’s Commission, 

(1845) that the nominal amount of many of these cottie.r 
rents exceeded the whole produce which the land yielded, 
even in the most favourable season. The cottier was con- 
sequently in constant arrear to his landlord; the landlord 
had of course a legal right to distrain for the rtmt, but 
such a remedy was of no value, for the whole );)roperty of 
the cottier was scarcely worth seizing. Neither could the 
landlord gain much by resorting to eviction, for the evicted 
tenant would only be replaced by another tenant of the 
same character, whose arrears of rent would accumulate 
with similar rapidity. Although eviction was a legal 
right of the landlord, yet he w^as restrained from exc^rcLsing 
this right by the powerful inoliv^^. of personal safety. As- Asauasiiia- 
sassination was the ret-ribution with which the cottiers of 
Ireland not unfre(iuently punished an i victing landlord. 

The economic condition of no other country has (‘V(*r been 
so uiisatislactory as was the condition of Ireland under 
the cottier tenancy; for the cottiers, having talaai the 
land at a rent which it was impossible for them to pay, 
had no motive to be industrious; if by skill and labour 
the land was rendered inore^ productive, the ihcrc«ns(id 
produce was absorbed in the rent of th*j landlord. The Thr direct 
rents were, in fact, fixed so high, that whether the sc^asons 
wert^ favourable or not, whether the land was well or badly 
cultivated, tlie cottier 4^^enaiits could never exp(Kt to obtain in to impo- 
for thomselvi\s any more than a bare subsistence; hence '^^^^risk thc 
it has been aptly remarkc*,d, that tbe Irish cottiers were the ^owertdie ' 
only peojile in the w^orld whose com.lition was so deplor- cuitim- 
abhi that they gained nothing by being industrious. No 
scheme could* possibly be devised which would act more 
effectually to impoverish the pe.ople, and throw the land 
into the most wret^ied state of cultivation. Tln.^ pro- 

f ress of Ireland cannot be marked by a surer sign than 
y the gradual abolition of the cottier tenure. 

In Ireland there was also a subsidiary kind of tenure, Conacre, 
termed conacre. If a landlord re^ljuired any labour to be 
done on his estate, it was a frequent practice for him to 
pay the labourers he employed, not by money, but by 
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giving them a plot of juauiired ground rent free; the plot 
thus held, on the condition that the tenant should give 
the landlord so much labour, was termed conacre. This 
tenure was feudal in its character; for during the middle 
ages, a grc‘at portion of the cultivated land was granted 
to tenants on the condition that they should be bound 
to perform certain personal services for the landowner, or, 
as he was then tei-med, the lord. These personal services 
consisted either in providing tlu; lord with mere ordinary 
manual labour, or else with men and weapons for war- 
like purposes. 

In Ulster a peculiar kind of land tenure prevails, in 
consequence of thi^ cxislciice of a particular form of tenant- 
right. It is ordinarily suppostid that tenant-right repre- 
sents the comptmsation which is paid to the tenant by the 
landowner for improvements carried on by the tenant’s 
capital and skill, and the effects of which are not ex- 
hausted at the time when the tenant relinquishes his 
occupation. The Ulster tenant-right is something very 
didbrent, for it represents a sum sometimes amounting 
to as* much as the value of the fee-simple of the land; this 
sum is paid for the goodwill of tlui farm, by the incoming 
to the outgoing tenant. Side by side with this tenant- 
right there also exists in Ulster the tenant-right first 
described. For if an Ulster tenant relinquishes his occu- 
pation to his landlord he obtains from the landlord com- 
pensation for unexhausted improvememts. The Ulster 
tenant-right previous to 1870, when the Irish Land Act 
was passtid, had no legal sanction; i^ simply existed as a 
custom, which was, however, in almost every instance, im- 
plicitly obeyed. This piay be regarded as a remarkable 
example of the extent to which (uistom may control com- 
mercial transactions. The large sum which is paid by the 
incoming to the outgoing tenaiit represents*' partly a pre- 
mium for good will, and partly compensation for unex- 
hausted improvements. 

The disadvantage associated with the Ulster custom is 
that it deprives the incoming tenant of a portion of his 
capital at a time when ho mest needs it for his farm. 
But on the other hand* it has this important advantage, 
that it practically gives security of tenure, and therefore 
encourages the tenant to develop the resources of his 
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farm to the utmost. It is obvious that the tiuaucial 
result of the arrangement is that the tenant ]>ays a smaller 
rent in conse(iuoTico of the sum he has paid as goodwill 
upon entering the farm. The Irish Land Act of 1870, 
besides giving legal sanction to the IJlstcT t(3nant-right, 
secured to small tenants componsatioii uj)on arbitrary evitr- 
tion and conferred upon all tenants (iompensation for 
une X haus t ed im pro vein en ts. 

Soon after this Aet was passed it was found t hat although 
it secured to the tenant, on evietion^fiorn his holding, com- 
pensation for unexhausted improvianents, he might be 
deprived of a large portion of the advanl.ag(3 of these 
improvements, which are almost invariably in Ireland 
carried out by his own capital and skill, hy the rent being 
raised in proportion to the extent tt) which l;h(‘ land had 
been improved. The strong hereditary attaclmient of the 
Irishman to his holding and the limited extent to which 
other industries than agriculture exist iii IrcLind, rendered 
compensation, which could only be claimed on ct‘ssation of 
the tenancy, of comparatively little value to the gn^at 
body of Irish tenants. The Irish Land Act of LSSl was 
passed chiefly with, the object of remedying this defect. 
This Act is based upon a princi]>le which probably nothing 
but the exceptional condition of Ireland and tln^ peculiar 
nature of the tenure which had always oblaimd there, 
could justify. It gives the tenant the po*vei to ap})oal to 
a Land Court to fix the rent; the rent so fix(Hl cannot be 
changed for fifteen years, at the end of which time it 
may be readjusted by the same agency for a similar ]>eriod. 
The interest of the tenant in his holding which is thus 
created can be freely sold, subject Ip a right of ]n\‘.emption 
conferred upon the landlord. It is obvious that the tenants 
thus possess permanence of tenure subject to a revision of 
rents every fifteen years. 

Soon after the Irish Land Act of 1870 was passed, it- was 
proposed to extend s^me of its provisions to England and 
Scotland. In I87o the Agricultural Holdings Act was 
passed. This measure is based upon the principle that 
capital which is invested by the tenant in the iniprove- 
iment of the land is his own property, and that when he 
leaves his farm he is entitled to claim from his landlord 
fjompensation for any unexhausted improvements which 
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have been etteeted by the tenant 8 capital. The measure 
also recognizes the right of the landlord to claim from the 
tenant compensation, if the land has been injured by bad 
farming. Although, however, these claims for compen- 
sation respectively possessed by the tenant and landlord 
have thus received a legal recognition, yet the very un- 
usual cours(j was adopted of allowing the measure to be 
made inoperative in any instance where either the land- 
lord or the tenant should declare his wish not to come 
under its provisions. This pow(5r to contract themselves 
out of the Act has been so largely used as to render the 
measure almost inoperative. The chief reason put forward 
in favour of the permissive character of the Act was the 
importance of maintaining freedom of contract. If the 
<]uestion is regarded as one which only concerns land- 
owners and tenants, it no doubt may be fairly urged that a 
tenant ought to be freely pennitted to make whatever 
terms he likes with the landowners. If he agrees to rent 
a farm on terms unfavourable to himself, he has no more 
right to look to the State to protect him against the con^ 
sc(iu’eiices of his own imprudence than has the occupier o 
a house if he agrees to pay an excessive rent for it, oi 
a trader if he purchases commodities at a priiie so excessive 
as to be ruinous to himself. The chief justification, however 
for impbsing legal regulations upon the letting of land 
which would be Kidefensible in the case of other mercantih 
transactions, arises from I he fact that the whole communit] 
is vitally interested in making the land as productive a 
possible. If the buyer of a commodity pays an extra 
vagant price for it, the loss which he suffers represents sf 
much gain to the s(‘ller< It is simply a transfer of wealtl 
from one person to another in which the general public ar 
not interested. But if the cultivators of land agree t 
rent it on conditions which can be proved t6’ cause a grea 
diminution in its productiveness, then the entire com 
munity is injured, because alt that is raised from the Ian 
becomes dearer, if inferior cultivation lessens its productive 
ness. Nothing is more certain than that the investmer 
of capital in the improvement «of the land must be mo^ 
seriously impeded as long as the cultivator has no securit 
that the advantage resulting from the expenditure of h: 
capital will not be appropriated by another. A tenar 
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virtually spends his money not for his own advantage hut book u- 
for the advantage of the landowner, if he can be arbitrarily 
evicted without receiving adequate compensation for im- ! 
provements. From such coiivsiderations it inevitably follows 
that land will not, as a general rule, b(‘ properly cultivated 
if, as is the case in our own country, those who rent it 
seldom possess any security that they will be able to claim 
compensation for unexhausted improvonents. The correct- 1 
ness of this conclusion is repeatedly confirmed by those who 
are intimately accpiainted with agricultures. Lord Leicester, 
a large landed proprietor and a well kiiowii agriculturist, 
has said that after having travelled through a cotisider- 
ablc portion of England and Scotland, and having care- 
fully observed the farming, he has arrived at a very I 
positive conclusion, that the produce of the. land might bo 
nearly doubled if our present s 3 ^stoni of agricultun' were 
improved by the application of a greater amount oi‘ cajjital 
to the cultivation of the land. A similar (>]>inion has 
been expressed by Lord l)(U*by\ The e.o)T<‘.c1 !h*ss of theses 
conclusions receives an important confirmation from the 
excellent farming which prevails* in parts of' Lincolnshire, 
where a system of tenant-right is maintained by custom. 

The prohibition by law of* the letting of land iqion 
conditions which effectually prevent the invostment of an 
adequate amount of capital In agriculture, is to be de- 
fended on the ground, not that it will giv(‘ protection to 
a special class, but that it will powerfully promote the 
gemu'al well-being of the nation. It can in fin.-t be easily 
proved by a simple Example that fiiriners are not more 
interested than are the labourers and the general |)ublic 
in obtaining for the cultivator greater security for the 
capital which he invests in the improvement of th(‘ land. 
Suppose, for instance, that a tanner has a capital of GOOD/, 
employed in Sis business, and that he would be willing to 
increase this capital by 4000i. if a measure of tenant-right 
gave him adecjuate^securit^ for the capital so invested. 
Considering the great amount of English capital whi(th is 
embarked in foreign investments, it may be fairly assumed 
that the whole of this additional capital, or at any rate a 
considerable portion of it, is withdrawn from some foreign 

Much valuable information bearing on this and other points con- 
nected with English farming, is contained in the evidence given before 
the Boyal Commission on Agriculture which reported in 1882. 
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ill vest rnont, and (^onse(|uently so much more capital is em- 
ployi^l ill English fanning without in anyway diminishing 
th(; capital employed in other branchi^s of English indus- 
try. Thti 4000/. rniglit, for instance, have been lent to the 
E,Lissian government to construct a military railway; and 
upon such an investment an interest of 5 per cent, would 
be yielded. It is usually supposed that a profit of 8 per 
cent, is a fair return upon capital employed in English 
farming. It is, therefore, evident that the gain to the 
farmer, from employii^ this 4000/. in his own business, 
would be n^pri'sentiul by tlu^ difference betweiui 5 per cent, 
and 8 pcu* cent., which on 4000/. is 120/. a year. This, 
howev(.‘T, is only a small portion of thii whole advantage 
resulting from the change. The chief part of it will in 
reality be gained by the labourers and the general public. 
We have ascertaimxl, after iiKpury from practical farmers, 
that at least 000/. out of every 4000/. of additional capital 
employed in the manner described would be used in pay- 
ing additional labourers; the demand for labour would 
thcjrefore yro tanto increase, and thi‘ wages of agricultural 
labourers would advance.* We have also ascertained that 
the application of this additional capital would probably 
inen^asf^ the produce* ol' tln^ land by at least 800^ a year. 
This additional prodiuu.^ would be so much added to the 
food supplies of the country.* Hence it follows that whereas 
the farmer gain» 120/. a year, the labourers would have 
000/. a year more distributed amongst them in wages, 
and the land would yield annually for the community 
800/. worth of additional food. Jt is, moreover, to bo 
borne in mind that a part of the additional capital would 
be employed in the pur«lnise of implements, in the erection 
of new buildings, etc., and an important stimulus would 
thus be given to various branches of industry besides 
agriculture. In the example just given, b/has been sup- 
posed that the additional capital employed in the cultiva- 
tion of the land had been pl’eviously invested in a high 
class foreign security; in order, however, to obtain an 
adequate idea of the economic gain which might result to 
the nation if greater security wele given to capital invested 
in the cultivation of the land, it is necessary to bear in mind 
that at the very time when English land may be said to 
thirst for more capital as much as a dry soil thirsts for rain, 
vast sums of English capital are annually wasted in a count- 
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less number of worthless and fraudulent foreign invest- 
ments, su(jh as the loans of bankrupt and repudiating statf's. 

[The considerations adduced in tlio foregoing pag(‘.s, 
and the general consensus of opinion that the Agricultural 
Holdings Act of 1875 gave no adequate security to the 
tcmants of agricultural land for the capital invested by 
them in their farms, led Parliament, in l(S8.*h to pass 
another Act, which it was hoped, would givt? st'curity to 
tenants for their capital and ccnsecjuently lead to great 
agricultural improvements. This^ Act, known as the 
Tenants’ Improvements A(d;, 188:1, provided that a tenant 
should, on leaving his farm, have a claim on his landlord 
for the value of unexhausted improveimmts. i\l though 
the Act in the opinion of so well known and skilful an 
agriculturalist as Mr James Howard, tljcn M.P. for 
Bedfordshire, contained important flaws, if was not fore- 
seen that owing to a different s(‘t of causes, if. would ])rove 
almost as inoperative as tin' Agricultural Holdings Act of 
1875. Tenants have not bt't'ii coni)Kmsa.f{*(] for their 
improvements since the passing of the Ai‘t of 188:1, 
because the severity of the agritf^iltural depression owing 
to low prices and bad harvests, has checked the embm-ka- 
tion of new capital in agriculture far more powc'rlully 
than the Act of Parliament could promote it. To show 
the severity and extent of thi!5 agricultural depre^ssion, it 
may be mentioned that a very careful e8t)imal<* was made 
in 1883 of the annual value of the*, whole agricultural 
produce of the United Kingdom during that year. It 
amounted to £2()0,()(Xj,()()(). A similar calculation made 
by Mr Howard for 1887, and calculated on the average 
of the three years 1885-G and shows a reduction to 
£200,000,000. This calculation includes not only farm 
products and live stock, but also the produce.' of market 
gardens, orchards and fruit grounds. In almost every 
department of agriculture, including the production of 
meat, the farmer is n8w met by foreign competition which 
has had the effect of very materially reducing prices. 
However greatly the country at large may have benefited 
by the consequent diminution in the cost of the necessaries 
of life, low prices have caused ’a great stagnation in 
agricultural industry, and are quite sufficient to account 
for the Act of 1883 having proved almost a dead letter.] 
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1 "^HE great mass of the labouring po'pY p ^in even 
. the most prosperous and civilized co^j^^i-.^) is so 
pool’, (ihat a philanthrojiic sympathy is farnL^-^^^^''’ 

dies are constantly being proposed. -ct of 

improving the condition of the poor. T xx^ed utility 
of Political Economy cannot ho, better ]. rated than by 
applying its principles to test these remeu j*ps. When this 
is done many of them will prove to be inipracticable or 
illusory ; it will be shown that they not unfre(|uently 
cause the opposite effects to those which they are in- 
tended to produce, and increase the poverty they seek 
to alleviate. Strikes, trades-unions, and coojieration are 
the remedies fex' low wages in which at the present time 
different sections of the labouring class place most faith. 
We shall therefore devote a s(‘parate chapter to the 
influence which may be produced by strikes, trades- 
unions, and cooperative societies. There is also a growing 
tendency to rely, for the amelioration of the condition of 
the poor, upon various schemes which involve State aid 
and State machinery. Many of those assume the character 
of State socialism, and it will be desirable also to devote a 
separate chapter to this subject. The scheme known as 
the Nationalization of the land, hjfs at times received a 
great deal of popular support. But before discussing these 
subjects, it will be well to consider some other remedies, in 
the efficacy of which many people have at different times 
expressed great confidence. 

Our own statute-book proves that the attempt has 
frequently been made to regulate wages by law. The 
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most famous of these acts, which almost invariably were 
framed in the supposed interest of employers, is the 
Statute of Labourers passed in 18o(). This act was in- 
tended to prevent the great rise in wages whi(di had taken 
place in consequence of the scarcity of labour resulting 
tiom the devastati(uis of the plague known as the Black 
Death. Not only did it fix the rate of wagcis but ii also 
forbade the labourer to leave the parisli wh(‘re he lived in 
search of better paid imiployimuit. i 

Law^s which attempt toregidab; wages are always either 
futile or mischitivous. it will be nee(‘s.sary to examine 
several cases in orden- I’ully tr> elucida-tt‘ thn c'ffects of 
legislative interference with wag(‘s. [n the; first ])lace, 
suppose a. general law w^en; passed (Uiaeting that w^ages in 
every employmcTit should be raised 2U ])vv cent. If cun- 
plovers were unable to repay theinst Ives foi* tin* higher 
wages they wei’e (*.onipell<‘d to give, by a rise in the f)rice 
of commodities, it is evidmit that this advane.t; in wages 
would simply repres(‘nt so much taken away from ])rofits. 
The iimnediate consetpnmcc* of this would b(' a contraction j 
of business. Ca})itajists w’ould* find it less profitable j 
th^n heretofore to invest money in honn* industry. A ; 
larger portion of the national caj)ital w^ould be ex])orted ; | 
a gn^at advantage would bt‘ given to our foiadgn egmpeti- i 
tors in every branch of industiy. They w<.)nld undersell 
us even in our own markets; our foreigif and our homo 
trade would be most seriously crip] )led. The result there- 
fore of any attempt to secure a general advance in wages 
by law would be misfjhievous to the whoh' nation and 
especially disastrous to the labourers themselves. It is 
also to be; borne in mind that if any temporary advantage^, 
which the labourers might gain by such an enforc(;d rise in 
wages, should stimulate; an increase of po])ulation, there 
would after a few years be an additional nuniber of 
labourers ccS^eting for employment, and thus the con- 
dition of the working classt;s might ultimately be made 
considerably worse than it w^as before. 

It may be thought that these evil consequences would 
not ensue if a law to regulate wages only affected some 

f ecial trades, in which all are ready to admit that wages 
e too low. In order to examine a case which seems to 
; the most favourable for Government interference, let it 
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bo assumed that a law is passed declaring that no able- 
bodied agricultural labourer shall receive less than fifteen 
shillings a week. It can be urged that no man ought to 
receive less than this amount; and that in fact, fifteen 
shillings a week is the minimum upon which a man with 
a family can maintain himself in full health and vigour. 
It is probable that employers would be benefittid if the 
wages of the worst-paid labourers were raised. An opinion 
has in fact been already expressed, that farmers who only 
pay their labourcirs ehwen or twelve shillings a week act 
as unwisely as if they were to give an insufficiency of food 
to their horses. Facts indisputably demonstrate that the 
labour which receives the lowest remuneration is often not 
the least costly. It would therefore seem that a law 
fixing the minimum of agricultural wages at fifteen shil- 
lings a week would not only confer a boon upon the 
labourers, but would inflict no loss upon their employers. 
Such might be the immediate effect of this legislation; 
but unless this advance in wages were accompanied by a 
corresponding elevation in the social and moral condition 
of the labourer, earlier and mom improvident marriages 
would indubitably ensue. An increase of population would 
thus be artificially stimulated; a legislative discourage- 
ment Aj^ould moreover be given to emigration; in a few 
years the supply of labour would be unnaturally in- 
creased; nothing would at the same time have occurred to 
augment the demand for labour. Hence the ultimate 
effect of legislative interference with wages, even in the 
most favourable case that can be .Supposed, would be to 
produce an excess in the supply of labour when compared 
with the demand for it; or, in other words, there would 
soon be a large class unable to obtain emifloyment who 
would have to be supported by parochial relief 

It may be said that no one at the present time seriously 
proposes to ask Parliament to regulate wages. Such a 
request is now never directly made*/ but demands are con- 
stantly put forward which plainly show that many still 
continue to be influenced by the same fallacies which for- 
merly misled those wljo considered it to be the duty of 
Governments to regulate wages. In some of the states of 
the American Union laws have been passed fixing a day s 
work at eight hours. Such a law would certainly find 
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favour with some very intelligent workmen in England. 
A programme was put forward in 1882 by an influential 
section of French workmen, advocating a universal reduc- 
tion of a day’s work to eight hours, and also that the State 
should fix the minimum of wages, varying this minimum 
each year with the cost of provisions\ With regard to 
the proposal to place a legal limit upon the huigth of 
the day’s work, it is with much plausibility argued that if 
this eight hours’ law were passed, labourers would pro- 
bably receive as much for eight IJoiirs’ work as they do 
now for ten hours’ work; for it is said that the supply of 
labour would be diminished, and therefort' its remunera- 
tion would be proportionately incriascxl, if rnim were for- 
bidden to work more than eight hours a day. In order to 
show the fallacy of this reasoning, it will only be necessary 
briefly to allude to some of the cons(.‘(|uenc(‘S which we 
have above shown would ensue if a law were passed to 
raise wages. Employers would find their profits diminish 
if th(y had to pay as much for eight hours’ as for ten 
hours’ work. This dimimition ^of profits would cause 
capital to be withdrawn from busine.ss, and our industry 
would be crippled. It may, however, be argued, that 
employers could recompense themselves by charging a 
higher price for their commodities. It must not, hi)wover, 
be forgotten that each country lias to carry on a keen con- 
test with foreign competitors. England, therefore, would 
have to succumb to her foreign rivals, if the ])rice of lu'r 
products were tjiiis artificially raised, and her trade would 
consequently be paralysed. But even supposing that she 
had nothing to fear from foreign competitors, and that a 
rise in general prices sufficient to ^compensate employers 
for increased wages could be maintained, the additional 
remuneration ^ceived by the labourer would be nominal 
and not real; if he obtained a greater number of shillings 
for a certain number gf hours^ work, these shillings would 
be of less value to him than bolbre; for since general prices 
have risen they would possess less purchasing power. 

Many, no doubt, are induced to advocate legislative re- 
strictions on the hours of la*bour, from a conviction that at 
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the present time men are often over-worked, and that as 
much would be done if the hours of labour were shortened. 
If this opinion be correct, om])loyers could of course 
afford to pay the same wages for a shorter day’s work. 
Every one would rejoice if such a change were brought 
about; for it is most desirable that the hours of toil should 
bci as far as possible diminished, so that num may have 
moiH) leisure for physical and mental enjoyment. Nothing 
is a greattn- re])roach upon our vaunted material progress, 
and nothing more surety indicates the grave dcifects in olir 
existing economic arrange nnents, than the fact that a vast 
augmentation of natioiial wa:‘alth has hitherto done so 
little to make the labourer feel that his struggle for exist- 
ence is less sevtire. But if it is true that as much work 
can be done in eight hours as in ten, em])loycrs should bo 
made to recognise the circumstance, not by legislation, 
but by experience. It is not difficult to foresee the incon- 
venience and the countless anomalies that WT)uld arise if a 
law were passed on such a subject. Different kinds of la- 
bour v,ary greatly in severity. It can scarcely b(^ seriously 
argued that when work is light as much can be done in 
eight hours as in ten. Some labour is so exhausting that, 
at the present, eight hours is considcu’ed a full daj^’s work. 
For instance, in the Cornish copper mines, the men who 
work undergrouTid never work more than eight hours in a 
day; whereas those who are em])loyed in lighter work 
upon the surface labour for teu hours. It may bo hoped 
that in future, workmen will have increased opportunities 
of showing what is th(i best time for a man to continue 
working in different employments. If cooperative institu- 
tions and industrial jlS^sociations should extend, a larger 
number of labourers will be carrying on various kinds of 
business on their own account; they could therefore ascer- 
tain from their own experience what, in (‘ach special case, 
is the proper length of a day’s work^ No discovery would 
be morti valuable in its social and economic aspects than if 
they could demonstrate that many of our labourers would 
be able to do more work if they received higher wages, or 
if they were employed for a smaller number of hours during 
each day. 

To provide work for the unemployed is a service which 
many think they have a much greater right to demand 
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from the Government than the regulation of wages by law. 
We will trace some of t-he consecjucnces that would 
ensue, if every applicant had a right, not only to ilemand { 
work from the Government, but to receive the ordinary 
wages. When such a privilege was first granted, it mighi. 
prove very beneficial to the labouring classes, and would 
not probably be injurious to the gimeral community; 
but if the privilege were continued, its ullimate (*ftects 
would be most disastrous to the nation. If the Govern- | 
ment were compelled to find work, for the unc'inployed, it 
would be necessary to provide the money, either by loan, 
or by increased taxation. If the money were siqiplied by 
loan it would still be necessary to r(\sort to increased taxa- 
tion in order to provide the iiiteriist. So far as the money 
expended by th(i Government in giving work to the uri- 
om])loyed was obtained from capital prt'viously invested 
in home industry, an influence woidd be brought into 
operation to lowe]- general wages. In such a country as 
England how^eviT the experiment might contimu', for some 
time without leading to such a dimiiiutioii of caiabtl, 
because there might b(‘ a considerable increase of taxation 
without less(Uiing the capital employed in home indusuy. 
There W'ould be, tluu’efore, in the first insta,nc{‘, a real gain 
for the working classes, if the wages paid to labouixu's by 
the Government were obtaine(t, not from ca})ital, but from 
a reduction in th(‘ personal expenditure t he tax-payers, 
or from a diminution in the amount of capital invested 
abroad. Tliis benefit would not necessarily be. cori lined 
to the labourers; for ‘a Government may Impiently in- 
crease the wealth of a country by applying a loan, or 
iiKTcased taxation, to ])ublic works, which would not be 
(tarried out by private enterprise. It therefore appears 
that, if a great number of labourers were thrown out of 
work by some? sudden and unavoidable cause, a Goveru- 
miuit may be justified in promising, as a temporary ex- 
pedient, to find work^for the* unemployed. Such a policy 
need not in any way cripple the ])roductive resources of 
the country, because the money which is paid away by 
the Government in wages will not, in the first instance, be 
provided out of the capital of the nation. The most 
disastrous consecpiencos, however, would ensue, it the 
Government continued to give employment to all appli- 
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cants; for population has an indefinite power to increase; 
and, therefore, no limit could be assigned to the numbers 
which Government would be compelled to employ, if it 
engaged to give work to all those who applied for it. If 
(h)vernment oftered such assistance to the working classes, 
there can be no doubt that, in the present state of society, 
an increase in population would be so powerfully stimu- 
lated, that the number of those seeking employment would 
be constantly augmented ; at last the resources of the 
nation would be strained to the utmost to provide the 
wages which the Government would be called upon to 
pay. This is no imaginary supposition, for statistics have 
demonstrated that many among thci hjwer classes of society 
marry with utter recklessness. If they can live when they 
first marry, they are perfectly contented; the additional 
expenses which a fixmily entails are not thought of. If, 
therefore. Government found work for all applicants, mar- 
riages amongst the labouring classes would be so en- 
couraged, that increase of population amongst them would 
no longer be restrained by any prudential checks. The 
State, therefore, could ilot continue to find work for the 
unemployed, unless a law were passed imposing severe 
checks upon the increase of population. The absolute 
necessity of this precaution is shown in our own system 
of Poor Laws. Ever}^ parijsh is bound to provide all those 
who are charged upon it with food and clothing sufficient 
to protect them against physical want. But those who 
claim this relief can be compelled to reside in the work- 
house, where they are subjected *^to certain restraints ; 
man and wife, for instance, unless they are very aged, are 
not permitted to live together ; if this were allowed, union 
workhouses would become establishments for breeding' 
hereditary paupers, and the poor-rate would soon absorb 
the whole wealth of a parish. It therefore appears that 
there is a fundamental difficulty connected with all at- 
tempts to improve the material condition of the poor by 
any permanent system of relief; for population is encouraged 
by granting pecuniary assistance to the poor, and conse- 
quently the money required fdr such a scheme of general 
relief would constantly absorb an increasing amount of 
wealth. This difficulty can only be met by placing some 
check iqx)!! population ; and it would be impossible for our 
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present Poor-Law system to continue, if man and wife 
were permitted to live together in the union workhouse. 
It is not here necessary to pursue this subject further; 
as the influence exerted by the Poor Law upon the 
condition of the labourers will be considcTcd in a sepa- 
rate chapter. 

In considering any scheme for improving the condition 
of the poor, one of the chief points to keep in view is to 
endeavour if possible to effect so marked an advance^ in 
their condition that they will not* willingly sacrificci the 
higher standard of comfort which they have reached. If 
the improvement (effected is only slight thiTe is a danger 
that it will not be sufficiently valued to previait its being 
lost through some form of improvidenet*. Any scLiune of 
general philanthropy (*annot, therefore. b(‘ rc*ally efliciciit, 
unless it so decidt‘.dly improves the condition of the working 
classes, that tlu'.y are lifted into a different- stage of social 
and material comfort. Some* of* the ]ow<n* (jlasses marry 
recklessly, because they do not feel that they have any 
social position to maintain; and they often liv(‘ so miser- 
abl3^ that they cannot be said to hav(^ an habit ual standard 
of comfort, such as they will not willingly n^sign. M(in 
in the middle and in the upper classes will not, as a 
general rule, marry, if they expect to be obligiM.! t;0 live 
in an inferior state of comfort,* and to bring their children 
up in a lower social position. Similar prudential motives 
would control the labouring classes if their material con- 
dition could be once greatly im])roved. Th('y would then 
possess, as the middle? and upper classes do now, an habi- 
tual standard of comfort, which they would not willingly 
sacrifice by improvident marriages-# 

The natural conclusion to be drawn from these re- 
marks is that no remedy for low wages can be really 
effectual, unless it increases the efficiency of labour and 
secures a social and moral improvement in the condi- 
tion of the laboureifi themS'elves. This being the case 
it will not be difficult to show that national education 
will be the most powerful agency in effecting a real 
advance in the condition di the poor. It is most essential 
that this agency should be brought into operation, for 
many remedies for low wages, such as emigration, will 
produce no great or permanent effect, unless our people 
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become better educated. If a large portion of the nation 
is permitted to remain in a sbite of ignorance, emigration 
and every other remedial measure will be powerless to 
remove the poverty of the very poor. 

Little need be said in reference to the increased effi- 
ciency which is given to labour by education. There is 
scarcely an industrial process which does not require a 
mental as well as a physical effort. It has until recently 
been generally assumed that agricultural operations vary 
so little from year to year, and that the implements with 
which thci land is cultivated are so simple, that educa- 
tion is of little importance either to a farmer on to his 
labourers. But gradually the truth is beginning to dawn 
even upon farmers themselv^es, that agriculture, as much 
as any other industry, retjuires skill and intelligence ; that 
in order to realise satisfactory profits costly and complicated 
implements must be used, and that these cannot with 
safety or advantage be entrusted to rude and ignorant 
workmen. Employers in every part of the country now 
complain that each year it is becoming more doubtful 
whether England will Ix: able to maintain the commercial 
supremacy she once possessed: the countries which are 
becoming her most formidable competitors are those which 
I like Prussia and the United States have long since esta- 
blished' a system of national education. Increased dex- 
' terity ; greater pow(‘.r of concentration ; superior trustwor- 
thiness ; (piickness in discovering a new industrial process 
and in learning how to use a new machine, are some of 
the many industrial advantages which the labourer whose 
mind has been trained generally possesses over one who 
has grown up in ignora^)ce. 

A not less important influence is however indirectly 
exerted by education upon the efficiency of labour and 
upon the prosperity of industry. Ignorance almost in- 
variably implies premature employment. Millions in this 
country are unable to read "and wi‘ite, not because there 
were no schools within their reach when they were 
young; but because their parents, either through ighorance, 
poverty, or selfishness, sent them to work at too early an 
age. Frequent allusion has been made to the deplorable 
ignorance of our rural labourers; yet it is well known that 
there are few of them who were not at school when very 
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young. A child, however, who is taken from school when 
eight or nine years old rapidly forgets almost the whole 
of the little he has learnt. Widespread ignorance there- 
fore is a sure indication that a considerable proportion of 
the population has had inflicted upon it the manifold 
evils which result from premature employment. Health 
is sacrificed, physical vigour is diminished, and strength 
often becomes exhausted at an age when men ought st.il I 
to be in the prime <jf life. The miscliief which thus re- 
sults is not confined to the labourers themselves ; the 
whole community suffers a severe pecuniary loss if the 
industrial efficiency of those by whom wealth is primarily 
produced is impaired. Many who are thus made prema- 
turely old have to be maintained by parochial relief, at a 
time of life when th(‘y ought still to be productive la- 
bourers. In this way the burden of local taxation is 
seriously increased. 

Each y(‘.ar facts are coming to light whif^lishow that the 
comptitition which England has to carry ou with foreign 
countries is more keen and more closidy coni('st(‘d ; and | 
the balance^ of advantage may rfot imj>robab1y ultimately i 
turn in favour of the country which has ih.o, most intellig(‘nt i 
and best educated w<^rkmen. Again, the coni])laint most ' 
frequently heard from English employers is, that industry 
is impeded by the heavy burdens of local taxatibn ; and ; 
that trades’-imions enforce upon em])l(iyers regulations 
antagofiistic to tlie principles of Political Ec(.>nomy. The 
importance to be attributed to this latter allegation will 
be considered in a subsequent chapter upon strikes and 
iTades'-unions. It is here sufficient to observe, that if a 
child is allowed to grow up in ignorance, it can scarcedy 
be expected that when he becomes a man he will possess 
the requisite knowledge to enable him to guide liis a(3tions 
in strict accoitlance with the. principles of economic science. 
With regard however to the pecainiary burdens which the 
industry of this coiftitry has to bear, no one can doubt 
that this is an evil of great and increasing significance. 
It is almost needless to state that to crime and pauperism 
are in a great degree dun the onerous charges which our 
industry is compelled to bear. Statistics indisputably 
prove that ignorance is the fruitful source of crime. 
The vast majority of convicted offenders are unable to 
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read and write with facility \ It may be said that drimk- 
einiess is the most powerful promoter both of crime and 
pauperism ; but there is manifestly an intimate con- 
nection between intemperance and ignorance. Men will 
frequent the public-house if they arc unable to derive 
enjoyment from rational pleasures; for leisure, instead 
of being a blessing to them, hangs heavily on their 
hands. 

England has only enjoycid a system of national educa- 
tion since 1870, when t»he Elementary Education Act was 
pass(id ; and evidencij is beginning to be afforded of a very 
gratifying diminution in crime, drunkenness and pauperism. 
Between 1860 and 1886 the number of persons convicted 
of criminal offences in England and Scotland decreased by 
more than 2/5 ptT cent. It is calculated that the dtjcrc^ase 
in the consumption of spirits between the year 1875-6 and 
the year 1882-8, caused an annual loss to the revenue of 
5,000,000/.'* [The consumption of spirits pc^r head of the 
poj^ulation has steadily declined y('.ar by year up to the 
date of the present edition (1888). The long-continued 
depression of trade has caused a- slight iiKToase in the 
number of persons in receipt of parochial relied’ within the 
four or five years ending with 1 887 ; but looking back over 
a longer period tliere has been a decline in the number of 
paupers 'in Great Britain between 1870 and 1887 of nearly 
25 per cent., notwitljstanding that the population has 
during the same period advanced from 25 to 82 millions.] 
Although we should not be warranted in attributing the 
whole of this improvement to the introduction of national 
education, yet the facts just quotejd afford strong ground 
for the hope that the diffusion of education over the whole 
of Great Britain® is beginning to produce a marked in- 
fluence upon its social and economic condition. 

^ [In a book published in 1887, “ Jottings from Jail,” by the Kev. J. 
Horsley, late chaplain of Clerkenwell Prison, the following passage 
occurs, p. 50. “I wish the school net were mote diligently and success- 
fully cast. Of 78,416 persons apprehended in London in 1882, there were 
8,426 males and 4,677 females who could neither read nor write, while 
45,021 males and 17,666 females are described as being able to read only 
or read and write imperfectly.” That Is to say, out of 78,416 persons 
apprehended, 75,789 were either altogether uneducated, or very imper- 
fectly educated.] 

Sec Mr Childers’ budget speech, April 6, 1883. 

2 It is greatly to be regretted that the system of national education 
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In attempting to trace some of the economic consc* book n. 
quences which are likely to result from an extension of 
education, particular importance ought we think to be 
attributed to the influ(uice that may be exerted in increas- 
ing the efficiency of labour. It is almost a truism to assert 
that an intelligent labourer is, as a general rule, a more 
productive workman than one who is unintcilligeiit ; for 
instance, a man of active intelligence can adapt himsidf 
much more readily to changes in industrial processes 
which may be reiidercid necessary by im]>rc)vern(‘nts in 
machinery, than one who is sunk in stolid ignorance. 

It is also irn^^ortant to bear in mind the effect that may be 
exerted upon industrial efficiency by any improvement in 
the moral condition of the labouriTs. As an c‘xample, 
reference may be made to the fact that with each advance 
in th('. trustworthiness of workmen a smaller amount has 
to bo expended in the mere labour of su]K)rinti‘ndence ; 
and when work is doTu^ witli gri'ati^r activity and intelli- 
gence an improvement takes place in its (piantity and 
quality. When this is the eas(‘ the ex])(jnditure of a 
certain amount of capital and laU>ur jnt.^lds a larger return, I 
and coiisequently there is an additional fund from which 
capital and labour can both obtain an extra reward. We ; 
shall have frec[uent occasion to point out how ditffirent are i 
the consequences which ensin! according to whether any 
additional remuneration labour may receiver is taken from 
the employer’s profits or is obtained from increased 
efficiency. In the formm* case the advantage to the 
labourer can, as a gentiral rule, be only temporary, because | 
with a diminution in profits the inducement to employ I 
labour diminishes and the demand for it const^cpiently i 
declines. When, however, higher wages result from the 
increased efficiency of labour, the advance in wages will be j 

which was secured for England and Scotland by the Education Act of 
1870 and by supplementary Acts which have since been passed, has 
hitherto not been extendea to Ireland. By the application of compulsory 
education a certain amount of school attendance is now secured to evt^ry 
child in Great Britain. The same obligation is not imposed upon parents 
in Ireland, and consequently each year the general average of education in i 
Ireland is likely to become much*iower than in England. So far as we 
are aware no valid reason has ever been suggested why the State should 
repudiate for Irish children a responsibility which it has assumed with so 
many good results with regard to children in the rest of the United 
[Kingdom. 
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generally accompanied by a corresponding increase in 
profits, and consequently in this case, instead of higher 
wages calling into existence a force to reduce wages, there 
will be an increased demand for labour consequent on the 
rise in the rate of profit. 

Although our remarks would lead to the conclusion that 
greater reliance is to be placed upon improved education 
■than upon any other circ.umstance to secure a permanent 
advance in the labourers condition, yet it would not be 
desirable to underrate the importance of many other 
agencies that may be brought into operation. A most 
beneficial iiifiuence, for instance, may be exerted, not only 
upon the working classes but upon the general industry of 
tbe country, by any improvement in the means of commu- 
nication which leads to increased facilities being given for 
the migration or emigration of labour. Kelief is thus not 
only given in those cases where the supply of labour is 
in excess of the demand, but the labour which is drafted 
away is often of inestimabki value in developing the 
resources of those places where labour may be scarc(i. Th(i 
United States, as well fus Canada, Australia, and other 
colonies, owe much of their rapid increase in wealth and 
prosperity to the supply of labour they have recidved from 
Europe. These new C()untri(*s not only afford many advan- 
tages t(f labourers, but thc'supplhjs of chc'ap food which 
they furnish to a thickly-peopled country like England are 
of incalculabhi importance. Jn return for the supplies of 
food we reccdve from them, they take from us manufactured 
goods, and thus an (.‘xchange mutually beneficial takes 
place. 

In the chapter on cooperation, other agencies, such as 
building societies, will be referred to, as calculated to exert 
an important influence in improving the condition of tht‘- 
labouring classes. It is we think essential to avoid the 
mistake of placing too great reliance upon any single 
agency for effecting scx^ial improvemtMt. What is rtiquired 
is simultaneously to bring into operation (wery available 
means by which the condition of the poor is likely to be 
ameliorated. If a marked advance can be S(;cured in the 
condition of one generation, it is far less likely that there 
will be a relapse into the former state of things. It is 
perhaps not unnatural that the advocates of any particular 
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scheme of social improvement are apt to ][)lace too high an 
estimate upon the eflPects produced by its operation ; and 
many instances might be quoted of the reaction of dis- 
appointment which ensues when it is found that the <'xpec- 
tations first indulged in ar(‘ not realist'.d. As an example, 
it may be mentioned that soiiie foj-ty or fifty years ago 
extravagant hopes were formed of tin*, benefits to be con- 
ferred on labourers by the system of allotnnnit gnrdiMis. 
'^rhere can be no doubt that these allotments (*xert a most 
beneficial influence. Thfjy are not, •however, in themselves 
sufficient to raise the condition of a class. Too much was 
in fa(^t expected from them. People becanio disappointed, 
and many high authorities on economic subjt'cts hav(‘ 
subse(juently underrat(Ml their advantages. It has, for 
instance, been maintained that, in the cas<' of our worst- 
paid labourcTs, an allotimait only a(^ts as a rat(' in aid 
of wag(‘s ; that th('S(* labourers obtain from t.lnar wage.s 
and liheir allotments only just suflici(‘n1. to liv(‘ u])on ; and 
that, e.onsi'cpiently, their wagi‘S woidd havt> t,o bt^ advanced 
if tiny vver(^ deprivf'd of tbeir allotnuaits. In sonn* eases j 
there is a certain amount of trtith in th(‘Si* allegations; 
but as the labourcu's gradually improve, tin* producer ob- 
tained from an allotment must inqu’estmt a real addition 
to wages. Wlnni allotintmts can be provided for town 
labourers, they not only supply*much produce whicli would 
be expensivi* to purchase, but they furni.di a In^althy and 
most desirable occu])ation for leisure time. The gre^atest 
care should then Ton* be taken to S(*curc land for allot- 
ments. The enclosuT^e act of 1<S45 specially provided that 
when land was enedosed, some portion of it should be ro- 
se Tved, as allotments for the labotiririg poor. These pro- 
visions have been most shamefully ignored. In t;he year 
1861) a bill wj^ introduced into Parliament by the Govern- 
ment to enclose in difterent parts of th(^ country (>,1)00 
acres of land, and the whole amount reserved as allotments 
for the labouring po5r was 0 acres. 

Sometimes it is urged, with the supposed object of bene- 
fiting the poor, that our remaining wastes lands should 
be brought under cultivaliion. 'I'hose who make such a 
demand should remember that since the commencement 
of the last century nearly 5,000,000 acres of land have 
been enclosed. Evidence which has been repeatedly given 
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before Parliamentary Committees, indisputably proves that 
in the case of almost all these enclosures the interests of 
the poor have been systernatically neglected. The land 
which has been thus enclosed has sooner or later been 
added to the large estates of neighbouring proprietors. 
Laud over which the public could exercise many most 
valuable rights and privileges is, when enclosed, converted 
into private property. The opportunities for recreation 
and for enjoyment arc not only greatly curtailed, but la- 
bourers who have beiai accustomed to graze a cow or fecxl 
poultry upon a common, never again have a similar oppor- 
tunity when the common is enclosed. Those who possess 
rights of common are no doubt, in the first instance, com- 
pensated ; but the benefits of this compensation rarely 
extend beyond those who receive it. The small plot of land 
which is allotted to some poor commoner is almost certain 
to be sold ; whereas his rights of common constituted a 
property which could not be alienated. Formerly it was 
advantageous to bring unenclosed land under cultivation, 
but enclosures have now in almost every locality gone fixr 
enough. Every new proposal for destroying a common 
should bo watched with the utmost jealousy. Such public 
lands as commons must fjach year become of more value 
and importance to the whole community, in a country 
where land is so scarce, and so eagerly sought after as it 
is in England. 

Many other remedies for improving the condition of the 
poor have from time to time excited public attention. 
The efficiency of these may be tested by considerations 
similar to those which have been mentioned in this chap- 
ter. The (j[uestion of primary importance is this. Will 
th(3 agency proposed exert an influence to make the poor 
rely upon self-help ? It will be shown in the chapter on 
State Socialism that there never was a time when it was 
more necessary to apply this test ; for in our own and 
other countries various proposals are" receiving increasing 
support for carrying out social and economic schemes by 
funds supplied by the general body of the tax-payers. 
We believe that if the working classes are encouraged to 
seek this form of State assistance a most disastrous effect 
will be exerted in weakening the influence of self-help and 
self-reliance. 



CHAPTER IX. 

TllADES’-UNTONS AND STRIKES. 


T he froqiiency of* strikcjs has lor a. considi Tabic period 
been a proniinciit Ic'aiun' in the social condition of 
England. The labouring classes would not be*, always 
ready to make such griuxt sacrifices to sup]>ort a strike, 
unless they bolievt.d that, it was an efficient. renuKly for 
low wages. The subject (haiiands a careful and dispas- 
sionate consideration, for th(‘ pr(qudio(‘S of* each })arty in 
the disputcj are so strong, amh the feelings exedted so 
angry, that little is heard but useless recrimination and 
unreasi in ing partizanship. 

According to popular ideas, strikes are inseparably con- 
nected with trades’-unions, and it will therefore be neces- 
sary, in the first place, to setthj the much-disputed tpiestion 
as to the purposes which trad(*s’-unions are intended to 
fulfil. A royal commission, after an elaborates investiga- 
tion, made a report in 18G9 upon trades'-unions. From 
this report and other sources of information the following 
conclusions may be deduced: — Twles -unions servi'. two 
distinct purposes. In the first place a trades’-unioii per- 
forms the ordinary functions of a friendly society. A 
member of orfe of these societies is assisted, when thrown 
out of work either by illness, or by the stagnation of 
trade. It is not hfre n('.Ci‘,ssary further to cliscuss the 
effects of a trades’-union, when it is simply used for the 
charitable purposes just indicated. But a trades’-imion is 
always something more than a friendly society ; its chief 
purpose is generally to organise the workmen of a parti- 
cular trade into a combination, sufficiently powerful to 
enforce various regulations, both upon mtisters and men. 
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The promoters of trados’-unioiis secern distinctly to un- 
derstand that the. most effective way to raise the wages hi 
any particular trade, is to restrict the number of labourers 
who arc", employed in it. Consequently many of the rules 
of these' societies are framed with the specific object of 
artificially limiting the supply of labour. Thus some 
tradc's’-unions will not pc'rmit a master workman to take 
more than a certain number of aj^prentices. In the hat 
trade the numlK'r is*limit(‘d to two. If the union has 
sufficient power to enforce obedience to its mandates, 
any rcsstriction which limits tlu* numbc'.r of those bremght 
up to the' tradci must exc'rt a dirc^ct influc'iice to raise the 
wage's which are ])aid in this partimlar branch of indu.stry. 
For sujipose that those* who are caigaged in the manufac- 
ture of hats were frc'C'ly pt^rmittod to take as many ap- 
prentices as thc'y pleased, the number of journeymen 
hatt(?rs in the country might be very much increased. 
Let it l)e assumed that there would be twenty per cent, 
more journey unm hatters than tlu^re are now ; under these 
circumstances, there would be a greater number of labour- 
ers dbmpeting for employment in the hat trader, and their 
wagt'S would consequently be reduced. 'I'he saving re- 
sulting from the lower wages will ultimately benefit those 
w^ho puiT;hase hats, because the price of hats would be 
reduced. Tlui hat manufacturers woidd not be able to 
appropriate to tKemselves the savings which would accrue 
from the payment of a less amount in wages, because, 
when the- cost of producing any commodity is reduced, its 
price is sure to be lowered in a corresponding degree, since 
people engaged in the same trade compete against each 
other for as large an amount of business as possible ; and 
in their anxiety to und(jr.sell one another, they offer their 
commodities at a price just sufficiently in excess of the cost 
of production to leave them the profit ordinarily realised 
in trade. It therefore appears, that those who purchase 
any commodity are compelled to pay 'a higher price for it, 
and that the wages of the labourers engaged in its manu- 
facture are artificially raised, when restrictions are imposed 
which limit the number of those who are permitted to be 
employed in the particular trade. 

These restrictions can on no grounds be defended ; in 
the first place, any such interference wdth the distribution 
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tof the labour of the country, amongst its various branches 
bf industry, introduces many most mischievous ine((uali- 
Ities. The labour of which some employments are compul- 
sorily deprived is thrown, as a burdensome surplus, upon 
other branches of industry; and the wages in some em- 
ployments are consecpiently as much depressed as the 
wages in others are raised. The members of a trades’ - 
union, when they usigrp such powers, virtually conhsoate 
to their own advantage a portion of the wages which 
w6uld bo paid to other classes of , labourers, if industry 
were unshackled by such arbitrary rules. Although this 
injustice is striking, yet there still nanains to be deseribtid 
a much greater wrong, which is inflicted upon those wlio 
are prevented by a trades’-union from followir^g the em- 
})loymcnt they would select, if loft to their own free 
choice. There is no right to which all men and women 
have a more indcdeasible claim, than a])soliite freedom to 
follow those pursuits in whicb they tliiuk they are best 
qualiflod to succeed. The laws of a free count ry ought to 
secure to every one this right; for, if it is dimied, indi- 
vidual freedom at onctj ceases to* exist. Such a right is 
denied, if a person is excludcnl by a trad(‘s’-union from 
following a particular employnumt. It is no excuse for 
the members of the union ti) say — Our trade is already 
overcrowded, wages are too 1<av in it, and it W(h.dd be 
disastrous if they should bo still farther® reduced by an 
increase in the number oi’ those applying for employment. 
Every man has a right to judge of such things for himself; 
he may wish to engage in the trade because he has a 
particular capacity for it, and if he is arbitrarily driven to 
some other employment, he is deprived of the advantages 
of the skill with which nature has endowed him. It | 
would therefore seem, that trades’-unions may inflict upon 
labourers greaff social tyranny ; it is not the labourers who 
alone suffer, for every class of the community is more or 
less injuriously affected. These trades’-unions may imperil 
the very existence of an industry in any particular district : 

i br the various restrictions imposed upon employers may 
0 much increase the cost df a commodity, as to render it 
mpossible for them to compete against others in the same 
-rade, whose operations are not similarly impeded. Ex- 
amples irfay be quoted which prove that some branches of 
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industry have been driven from certain localities by trades*- 
unions. These societies have long been very powerful in 
Bimiiiigham, and their efforts were at one time chiefly 
directed against the introduction of machinery. These 
efforts were in a great degree successful, and consequentlyj 
when steam began to be generally applied, those trades 
which required much machinery settled in other localities, 
and the manufactures of Birmingham are to this day 
in a great degree confined to those branches of industr}/ 
which require compar^itively a much greater amount o; 
manual labour than machinery. 

It may perhaps be asked: — How can these trade societief^ 
exercise the influence they do, when everyone is aware thai 
the coercion they practise is not based on any legal sane 
tioii? No one can doubt that the members of a trades’- 
union commit a criminal act, if they attempt, in the slightes 
degree, to interfere with any individual who does no 
belong to their society. It would therefore appear tha 
social terrorism is the source of their power ; for althougl 
such outrages as those committed at Sheffield are excep 
tional, yet a non-union man is subjected to so many pett; 
annoyances that his life not unfrequently becomes a burdc' 
to him; and employers are coerced in a similar manner, i 
they do anything contrary to the rules of a tradcjs’-unioi; 
Thus it a master, engaged in some business such as wool 
stapling, where^the trade society is all-powerful, were t 
employ non-society men, all his labourers who belonge 
to the tradcs’-union would at once refuse to work fo 
him, and he would in this way be 'subject to great lo^ 
and inconvenience. 

It is not, however^, these regulations concerning th 
internal arrangements of a trade, which have caused 
much public attention to be directed towards trader 
unions ; th(‘. interest excited in these societies h.as been i 
a great degree due to their connection with strikes. Tt 
trades’-unions have, in fact, endeavotired to regulate wage 
and they apply their organisation to compel employers ' 
agree to their d(3raands. If, for instance, it is propose 
to reduce the wages in some particular branch of iiidust: 
where the majority of the men employed belong to a tra( 
society, then, if the leaders of the society consider that tl 
reduction ought not to be made, they issue an order th; 
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work should be discontinued rather than accept the reduc- 
tion. If the reduction is still insistiid on by the einploj^T, 
the immediate coiisetpience is a turn-out of the workmen, 
or, in other words, a strike. Now it is evident that a 
trades’-union need not necessarily have the slightest con- 
nection with a strike ; even if trades’-unions did not exist, 
strikes might still be of fre(juent occurrence. A strike 
implies a combination amongst a large Tmmber of work- 
men, and such a combination is not possible unless a con- 
siderable majority of those engage^l in any trade agree to 
act ill unison. Such combined action as a strike recpiires 
cannot therefore exist unless the workmen submit to be 
governed by an organisation. Tin*, trades’-unions supply 
this organisation, without which thert‘ cannot be complete 
unity of action. It is quitii possible, however, to conceive 
that a trades'-union may prevent a strike, and maii}^ of 
these societies have, as yet, never been connectc^d with a 
strike; still, as long as a gn at numb(‘r of workmen in this 
country are warm advocates of thci systmn of strikes, it is 
quite certain that trades’-unions and strikes will Ix^ inti- 
mately connected togetlna*. 

Since a strike re(|uires combination, \\v hnve to in(|uire, 
when investigating the effects of strikes, whether workmen 
by combining can obtain higher wages. It (jaii scarcity be | 
disputed that they possciss a pv^.rfect right to c.ombifie. The ! 
right may bii, and has been, abused ; then, of course, it 
ceases to bii justifiable; but if lunployijrs are freely per- 
mitted to invest their capital to the gn^atest possible 
advantag<^, the (anpl#y(jd may ('qually claim to be allowed 
to obtain the highest wagtjs they can for their labour. If, 
therefore, any number of tluiin cb^iose to form themselves 
iiito a (iombi nation, and refuse to work for the wages 
which are offered to them, they ar(i as ptrfectly justified 
in doing this^as capitalists are wh(*n they refuse to embark 
their capital because the investment offered is not suffi- 
ciently remuiierativni. Workmen, however, do an illegal 
and most mischievous act, which ought to be severely 
punished, if they attempt to sustain the combination by 
force, or if they coerce individuals to join it by threaten- 
ing to subject those who keep aloof either to annoyance 
or personal violence. Workmen have sometimes main- 
tained their combinations, not only by acts of violence. 
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but also by various kiiuk of social terrorism. Justice 
obviously demands that the blame which attaches to such 
actions should not be borne by those who never abuse 
the power of combination. An increasing number of the 
intelligent artisans of this country each year become more 
decided advocates of trades’-unions. The influence of 
these societies is rapidly extending in other countries ; it 
is therefore very important to ascertain th(i effect exerted 
upon wages and upon the general condition of the labourer 
by a legitimate use of the power of combination. 

It is interesting to remark, as pointed out in “ The 
Economics of Industry ” (p. 189) by Mr and Mrs Marshall, 
that when Trades’- Unions first began to be formed at the 
beginning of this century, they directed their efforts mainly 
to obtaining the revival of certain rtistrictions in trade, 
such as a limitation in the number of apprentices, which 
had been framed in the time of Mary and Elizabeth. 
Gradually, however, instead of asking for Government 
interference, trades-unionists have so successfully directed 
their efforts to tree themselves from Governnuuit inter- 
ference, that now the right of combination has been fully 
recognised and workmen are freely pcirmilted to combine 
in any manner which woidd be lawful to other persons. 

When investigating the effect of tradcs’-unions on wages 
it is es.^ential to keep clearly in view the lundamenta! 
distinction between the permanent and temporary conse- 
(juences which arise from the operation of an economic 
agency. In every branch of industry there is a certaii 
[)osition of equilibrium to which profits and wages have j 
tendency to approximate. A long time, however, may b( 
reqilired to restore wages and profits to this position o 
equilibrium. I^hus the woollen trade cannot permanentl' 
continue very much more profitable than the cotton trade 
because the competition of capital will gradually indue 
capital to be invested in the one trade and withdrawi 
from the other. Competition cannot ^jxercise this equalk 
ing force instantaneously; it takes, for instance, a considei 
able time to erect new woollen mills, and there will t 
always much hesitation before men will relinquish such 
business as the cotton trade, to which they have bee 
accustomed. Hence, one branch of manufacture ma^ coi 
tinue for many years exceptionally prosperous, whilst i 
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some other business there may be a corresponding dcprcs- 
sion. 

Competition exerts a similar equalising influence upon 
wages. If wages in one branch of industry are exception- 
ally high, whilst in some other they are exceptionally low, 
labour will be gradually attracted to the business in which 
the high remuneration is given, and will be withdrawn 
from the business in which the remuneration is less than 
the average. But here again time is required for carrying 
out this ecpialising process. Laboim^rs will rather submit 
to some temporary loss than change their occupation. A 
considerable expense will also be incurred, if a man has to 
change his residence in order to obtain a new employment. 
In some cases it happens that such obstachis as these 
neutralise the force of competition, not temporarily, but 
for an it}deflnitely long period. For instance, the wages 
of agricultural labourers in sonui localities permanently 
depr(‘,ssed below the average rate. The ri‘as(m of this is, 
that the force which coinpi^tition woidd exert to advance 
these wages is neutralised by the labourer being prevented 
through ignorance and ])overty from resorting to those 
localities where wages arc higher. These general remarks 
enable us more exactly to detcTmiiic the influence which 
can be exerted upon the condition of the labourer^ by the 
power of combination. * 

[f competition acted instantaneously, o? in other words, 
if profits and wages in every branch of industry were al- 
ways at their natural rate, it might be at once concluded 
that the })owor of cctmbinatiou could exercise no effect 
either upon profits or upon wages. Suppose, for instance, 
that workmen by resorting to a strike obtained an ad- 
vance in wages. This advance would be of no benefit to 
tluan, if the competition of other labourers, anxious to 
participate in this advance, could immediately produce 
[its equalising effect. No conclusion of any practical value 
can be arrived at ontbc subject unless the mode in which 
competition acts is kept steadily in mind. In all those 
branches of industry in which the competition of labour 
and capital freely acts thdre cannot be secured any per- 
cnanent increase in profits or wages, by a combination 
nther of employers or employed. It has, however, been 
previously remarked that in some cases the equalising 
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effect of competition is neutralised through an indefinitely 
long period. This occurs with regard to agriculture, in 
those counties where wages are the lowest. When a 
branch of industry is in this position, there can be no 
doubt that labourers can by combining secure a per- 
manent advance in wage.s. Suppose, for instance, that 
wh(Mi the Dorsetshire labourers were earning only ten 
shillings a wecik they received so much extraneous assist- 
ance that thtiy were able to maintain a prolonged strike. 
The farmers, under s'uch circumstances, would almost 
inevitably be vanquished in the struggle. They would 
be ruined if their land remained uncultivated, and since 
the wages previously paid were minimum wages, it would 
be impossible to obtain labour from other localities unless 
a higher remuneration wore offered for it. The power of 
cenn bination has, within the last few years, since^ the estab- 
lishment of agricultural labourers’ unions, produce'-d some 
eftect in raising the wages of our worst paid .agricultural 
labourers. When those combinations become* more general, 
vari<)us other agenci(\s, such as migration and emigration, 
will be brought into oponation to raise wages. It now rv- 
mains to investigate th(‘. influence which a powca* of com- 
bination may exorcise upon wages and j)rofits, during the 
time which always t;lapsos, before competition can pr()ducc 
its equalising effect. 

When men la'bour simply for hires it is manif(*st that 
the adjustment ef wages is analogous to the bargaining 
which is carritai on by the buyer and soIIot of a cone 
modity. Although it is, no doubt, true, that the price, at 
which a commodity is sold, approximato‘S t(j the cost a 
which it can be produced and brought to market, yet tlu 
pric(". at which it is actually sold is often to a consider 
abltj extent influenced by various cinaimstances whic^l 
may happen to place the buyer in cither a better or worsi 
position for bargaining than the seller. In a similar wa^ 
wag(^s ultimately depend upon the afnount of capital anc 
upon the number of labourers ; yet the wages which, a 
any time, arc paid in a certain trade are to a considerabl 
extent influenced by the relative advantages possessed b; 
employers and employed for carrying on the bargainin| 
by which wages are adjusted. The question therefor 
arises. Will workmen by combining, or by showing tha 
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they have the power to combine, improve their position in 
carrying on this bargain ? 

^ It is well known that employers in various trades fre- 
quently act in combination. For instance, the iron- 
masters in the midland counties hold quarterly meetings 
at which a scale of wages and prices is fixed. Every iron- 
master considers himself bound to conduct his trade in 
strict accordance with the scale agreed upon. If any one 
should disobey the decision of the meeting, he would sub- 
ject himself, not indeed to personal.violence, but to a social 
terrorism very analogous to that by which trades’ -unionists 
so frequently maintain their organisations. The recalci- 
trant iron-master would be abused by his fellow-employers, 
and very probably an effort would be made to ruin one 
whose conduct was supposed to be injurious to the inter- 
ests of Ills class. It is impossible fully to understand the 
etfect<s resulting from combinations of workmen unless it is 
renuMubered that similar combinations are formed by their 
employers. 

Let it be supposed that the iron-masters at- one of their 
meetings decide, in consequence of a prosperous state of, 
trade, to advance wages 10 per cent. The iron-masters, 
who like other people are liable to mistakes, may not have 
made such an advance in wages as the state of the trade 
would ffiirly admit. Wages might, perhaps, ha'fe been 
raised 20 j)er cent., without umiuly trenclyng upon profits. 
A labourer, impressed with the conviction that an advance 
of 10 per cent, is not sufficient, demands something more 
from his employer. The employer, who has entered into a 
compact with oth(TS of his class, as to the wages which 
shall be paid, must at once feel thy advantageous position 
he occupies in resisting the demands that thc‘ labourers 
make upon him, if they have no organisation for com- 
bined action.* He knows that if any of them refuse to 
work for him, they will be unable to obtain higher wages 
from other employer® in the locality ; because by previous 
agreement a uniform rate of wages prevails. A labourer 
has seldom saved sufficient to be able to maintain himself 
for any length of time wkhout work ; he makes a great 
sacrifice if he seeks another occupation to which he is un- 
accustomed, and especially at a time when his own trade 
happens to be exceptionally prosperous. It therefore ap- 
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pears, that the bargainhig which often goes on in adjust- 
ing wages, implies a struggle, or a conflict of effort between 
employers and employed ; in this conflict a great advantage 
will be possessed by those who can act in concert, over 
those who simply act as isolated individuals. The truth 
of this will be more distinctly perceived by considering 
what would occur if, in the case just described, the labour- 
ers combined to make a demand for a greater advance in 
wages. Assume that in the iron trade there is a powerful 
trades’-union ; that all.the labourers in the district belong 
to it, and that they are as well organised as their employ- 
ers. The representatives of this trades’-union would feel 
that they were placed in a position of equality with their 
employers, when making a demand for higher wages ; the 
employer also would know that as a last resource a strike 
would be agreed upon. This would bring business to a 
standstill, and thus trade would be suspended when it 
was very prosperous, and when exceptionally high profits 
were being realised. The loss and inconvenience thus in- 
flicted upon employers would be a strong inducement to 
them to yield to the demand of their labourers if it could 
be fairly conceded. Each party to the bargain would 
thus be placed in a position of equality when arranging its 
terms. 

In the example just inwstigated it has been implied 
that the emploj^ers do not, in the first instance, offer an 
ade(]uate advance in wages. It often, however, happens 
that the labourers err on their side, and insist upon wages 
which cannot be fairly conceded. The only security against 
such errors is the serious loss inflicted both on masters and 
men by trade disputes. , It is difficult adequately to esti- 
mate the loss which is caused to each party by such a sus- 
pension of business. The employers not only have a vast 
amount of capital lying idle, but a vc^ry coiifeiderable por- 
tion of their trade may permanently pass away to other 
localities. When business is recomn^enced many of their 
former labourers have left the district, and their places 
have to be occupied by inferior workmen. During a strike 
labourers often endure the most severe hardships; the 
savings of many years are spent, and so acute is the dis- 
tress, that even household furniture has sometimes to be 
sold. All this suffering is aggravated by the losses in- 
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flicted on the employers, because if a great amount of 
capital is sacrificed in the conflict, less will remain to be 
distributed in wages when work is n^sumed. 

There can be no doubt that in the majority of strikes 
the masters have been sufficiently powerful not to concede 
the demands of their workmen. Mot only do the .superior 
resources of the employer enable him to carry on th(.‘. 
struggle for a longer period, but workmen are generally 
such unskilled tacticians that tluw usually striker, not to 
secure an advance in wages whcui tyadc^ is prospe^rous, but 
to prevent a reducti(ui when tradc‘ is depre.ssed. in times 
of depression a temporary suspcaision of busintvss may v(iry 
possibly be rather an advantage than a loss to (‘mployers. 
Consecpiently at such a time the prospect of a strike im- 
plies by no means so formidabh*. a threat as wluai trade is 
active. 

From the tenor of t.hes(‘ remarks it apjx^ars that strikes 
are inseparably as.sociated with our pre.s(‘nt» economic sys- 
tem. As long as tlu‘, relations betwemi em])loyers and 
employed continue to b(‘ {inalogous to thos(^ existing be- 
tween the buyer and seller ol’ a cominodily, it must often 
happen that the one pn,rty will refuse to ac(.*<^pt the price 
which is offered by the other for labour; if the rotusal is 
persisted in, a strike* iiJovital)ly ensues. When ,strik(*s are 
regarded from this point of view, it is as hopidoss t(^ ('xpc'.ct 
that legislation can prevent them, as it tn suppf)S(‘ that 
merchants could be compel U'd to sell their goods il an in- 
adequate price were offered (br them. Something inay no 
doubt be done by coticiliatioii and arbitration, either to 
obviate or to render less frecpient the trade disputes arising 
between employers and (iinj^loyed. * A master who exhibits 
groat personal interest in his workmen’s welfare, is gene- 
rally able amicably to settle any difference which arises in 
his business tfpon a que.stion of wages. Experience has 
also shown that the establishment of courts of arbitration 
often enables trade •lisputes to be arranged, without re- 
course being had to the disastrous expedient of a strike. 
The efficiency of these courts depcuids to a great extent 
upon making a wise selection when choosing an Umpire. 
It is usual for the employers and employed to have an 
equal number of representatives in these courts of arbitra- 
tion. The ultimate decision has therefore sometimes to 
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be made by the Umpire or Referee, who must be a person 
absolutely unsuspected of any bias towards either party in 
the dispute. 

Such expedients as personal conciliation and courts ol 
arbitration, although exerting a most useful influence, 
do not provide a completely efficient remedy for strikes. 
Theise disputes must be regarded as the natural outgrowth 
of the existing relations between employers and employed. 
In order to obtain a complete remedy for strikes, it will 
be necessary to remove thii antagonism of interest now 
existing between employers and employed. Some plan 
must be adopted, which will make masters and workmen 
feel that they have an identity of interest. It is no doubt 
truci that all those who arc engaged in any business have 
a common interest in its prosperity ; but the grave defect 
connected with our pr(\sent economi(j arrangements is that 
the amount of advantage or disadvantage which is derived 
from prosperous or adverse trade by employers and em- 
ployed is not aminged according to any definite plan, 
but is to(> fretpiontly settled in an angry struggle of rival 
pecuniary interests. Various schemes have already been 
tried with considerable success, which correct the defect 
just alluded to, and whi(*.h introduce a system of co- 
partnership or profit sharing betwecai masters and work- 
men \ * These schcmies are based upon the geiKjral principle, 
that labourers sjmuld not work simply for hire, but should 
participat(i in (be profits which are realised by their in- 
dustry. It has been previously shown that tlie power of 
combination enables workmen mort? surely to participate 
in the profits realised in times of active tradti. From this 
it w<mld appear that tl\e power of combination establishes, 
as it were by force, a copartnership between enjployers and 
employed. 

If this fact should obtain gtmeral recognhion it may be 
anticipated that the principle of ciopartnership will be 
gen(irally introduced into our industry. In order to show 
that there are no practical difficulties opposing its intro- 
duction, which cannot be ultimately surmounted, we will 


^ Full and detailed information on this subject is to be found in Mr 
Sedley Taylor’s book “ Profit sharing between Capital and Labour.” 
Eegan Paul. 
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proceed to describe some of the cases in which it has 
been applied. 

One of the first and most valuable experiments was 
made by M. Leclaire, a house decorator in Paris. The 
experiment, though well known, is parlieiilarly im})ortant, 
because its rc^sults have been verified by tlie most accu- 
rate testimony. In 1840 M. Leclaire employed about 800 
workmen; and the caT(4(\ssness and apa,thy of his men sub- 
jected him to constant loss and annoyance, lie therefore ; 
resolved that ho would endeavour ko make the labour of 
his men more, efficient by giving th<an somti pecuniary 
interest in the work in which they were om])loy(;d. He 
calculated that eacii workman by putting moro zeal into 
his work could, without prolonging thc‘ hours of labour, 
produce surplus work e(pial in valm^ to (irf. a <lay ; and 
also that an addition.nl 2ld. a day c-ould hv saved by ea(‘h 
workman if h('. (‘X(‘r(nsed gr(‘ater (nire and (economy in tin* 
use of tools and materials. In 1842, a,cting on this calcu- 
lation, he assemble-d his men togetlur and told tinau that 
h(^ ])ropos(Ml io giv(» tlunn th(‘ wdiol(‘ of t his (nxtra Hid. a 
day, or 11/. a year, if they would earn it, and he ov(*rcam(‘ 
the doubt and suspicion witli which his proposition was at 
first 1 ‘egarded by dividing ibiTc' and then with the. 44 men, 
who, he reckoned, would bo (‘iitithal to parti cip}it(‘, tlu'- 
profits of th(i pnjceding yeaf. From this inomenl the 
succt'xs of tlu^ scluMiK' dates. I'he. w'^orkmen wtr(‘ con- 
vinced of Jjc'claire’s sine.erity, and tln.^ sclaam', winch is 
based upon the extra produotivonoss given to labour by 
the prim‘iph‘. of [)rofit t^haring, has luien a most r(‘iuarkable 
success. A mutual aid society was started in comieelion 
with it which gives all its momlau’fi pensions and ajumities 
wdien they are disahknl by age or si(;kn(‘Ks. 4'he success 
of the system originated by Leclaire is strikingly mani- 
fested by the* fact that it was so organised as to be iiidte 
peudent of the fostering care of its author. Leclaire died 
in 1872 but the ‘'Maison Leclaire” has more than main- ' 
tallied its prosperity since that date; the business oLthe 
society and the share of profits allotted to labtiur has 
steadily increased. • 

As another example, it may be mentioned that the 
Paris and Orleans Railway Company distribute a certain 
portion of the profits realised amongst the working staff 
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of the railway, and [for many years the various plans of profit 
sharing adopted by the company worked admirably ; they 
produced on the part of the employes a remarkable degree 
of zeal and carefulness, arising from the conviction that 
the int(irests of the company were identical with their 
own. Between 1844 and 1882, the entire sum allotted 
to labour out of the profits of the company amounted to 
2,58:1,878^. Since 1868, however, the company has had 
to fiontend with a diminishing rate of profit, owing mainly 
to the fusion with other h\ss productive lines of railway. 
The shareholders have availed themselves of the power 
which exist.s in France of appealing for the State guarantee ; 
under these circumstances then^ has bexui no surplus avail- 
able as a ready-money bonus for labour, and the only ad- 
vantage now enjoyed by the employes of the Paris and 
Orleans railwa}^ is that a sum ecpial to 10 p(T cent, on 
their annual earnings is allowed to rank as one of the 
working exptiiises of the railway, and is paid into the. State 
Pension office, with the object of providing annuities for 
old age^].. 

The fact that the late M. Leclaire and others have been 
abundantly recompensed for the share of profits allotted 
to workmen, deserves particular attemtion. It shows that 
co-partnership does not require from the employer any 
sacrifice on behalf of his Workmen, but, on the contrary, 
that both are o(pially benefited, l^he efficiency of labour 
and capital must evidently bo greatly inereaso<l, by im- 
pnjviiig the relations between employers and employed ; 
and when labour and capital become more efficient, there 
is more to distribute both in wages and profits. The 
error is not unfrecjuentJy comnlittcjd of supposing that the 
share of profits allotted to labour represents so much 
abstracted from the returns of the capitalists. The Royal 
(Jomrnissioners, who in T869 reported upoi/trades’-unions, 
failed to appreciate the advantages resulting from co- 
partnership, because th(^y assumed tlAit the share of profits 
received by the labourer was so much taken from his 
em])loyer. If this were so, no particular benefit could 
attach to the system, because 'there would be no identity 
of interest established, if what was. gained by the labourer 

^ See “Profit sharing between Labour and Capital” by Mr Sedley 
Taylor, pp. 77—86. 
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were lost by the capitalist. The fundamental advantage of book n. 
these schemes arises from the circumstances that tlie beuesfit 
they confer is mutual ; the share of profits received by 
the labourer is a meiisure of the gain secured by the em- 
ployer, as a consequence of the additional efficitaiey givaui 
to labour and capital by introducing harmony, where 
befon^ tliere was antagonism and rivalry of interest. 

Some idea may be formed of tlui enormous seving which 
miglu thus accrue. Not only would the loss inliicted on Some of 
industry by strikes and lockouts avoided, but a vast c*o/- 
amount of waste would be obviated. KmiJoyers con- 
stantiy complain of the loss they sustain from the list- ofeo/mrt- 
lessness and apathy of their worknn'U. A In^avy outlay 
has to be incurred in overlooking labourers, in order to 
see that work is not shirked. In sonu' braneja's of in- 
dustry it is inqiossible t.o obtain anything lik(' an adeijuate 
siqiervision ; tlie labour is too much (lis])ersed. This is 
particularly the irasc' wilJi agricultures and to such a 
iMisijKss copartiiershi]) could be applied wit!) maximum 
advantage^. It. can be. contid(‘.ntly asserte.d that a Ijirmer" 
would largely increasi* his (uvn profits if lu- i‘ons(‘iit.ed t.o 
allot to his labourers some jiortion of hi^> profits. After 
pa,ying tin an tln^ current wages, and setting aside a fair 
amount, as interest u})on capital and as remunerat ion for 
his labour of superin teiideuee, id* might agree to distribute 
amongst his labourers a portion, say one half, of aiiy ('xtra 
jirofits that might b(^ realised. Each labourer’s share of 
this Ixjuus btdng didermined by t.he aggregate amount of 
wages he had earned,* the most would coiis(M|uently be 
obtained by those who were the best labourers. Such an 
arrangement would powm'fully stimulatt*. tlio industrial 
energy of the labourer who is now proverbially slow in his 
movements and apathetic in his work bcjcausi? he has no 
inducement, extjept when engaged in piece work, to exert 
himsiilf more than he is absolutely obliged. Other plans 
of industrial partnerskip have been adopted which secure 
a more complete union between capital and labour. During 
the last few years the practice has been rapidly (extending 
not only of allotting to workmen a share in jirofits, but 
also of enabling them to invest capital in the business in 
which they are employed. When the great carpet rnanu- The ex- 
/factory of Messrs Crossley of Halifax was converted into a p^riments 
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joint stock company, oiic-fourth of the shares were prefer- 
ciiitially offcrcid to the worknu^n engaged in the business. 
This arrangement, by enabling th(j workmen to become 
part owners of the concern, gave them a far more direct 
interest in the prosperity of the business than if they had 
been employcid as ordinary labourers. Another very inter- 
esting experiment was carried out by the Messrs Briggs, 
at their collieries at Methley, near Leeds. In this instance 
the workmt^n not only had an opportunity of purchasing 
shares in the company, but after a profit of 10 ])er cent, 
had been realised on capital, one half of the surplus pro- 
fits was distributed amongst the labourers as a bonus. 
Every workman was thus ^iveu an immediate interest in 
th(‘ success of the business. For many years this^ ex- 
periment was carried out with admirable success. Trade 
disputes, which had before been of frequent occurrence, 
altogether ceased, and the workmen were stimulated to 
increased exertions by the prospect of securing to them- 
selves a share of the profits realised. The unprecedented 
rise in the price of coal, which took place in 1872, brouglit 
such sudden prosperity to coal-mining that it unhappily 
disturbcid the harmonious relations between workmen and 
employers at Methley. A dispuie arose upon the extent 
to which capital an<l labour shoidd respectively partici- 
pate in this extra profit, ^uid the copartnership principle 
was unfortunately abandoned. It is obvious from what 
occurred at Methley that cojwtnership is likely to be 
carrie*d out with th(*. best chance of success in those 
branches of industry which art) not liablt) to great and 
sudden fluctuations in prosperity. These considerations 
lead to the coiiclusio?! that the system could be very ad- 
vantageously ajiplied in agriculture. A very interesting 
experiment of the kind was tried a few years since wif.h 
marked success, by the late Lord George Manners, t)n 
a farm which he cultivated on his estate near Newmarket. 
The plan which ho adopted was v(iry simple, and resem- 
bled in all essentials the method which was carried out ' 
by M. Leclaire in Paris. The labourers on the farm 
received the ordinary wages ’which were current in the 
district ; but it was agreed that if through extra exertion, 
or greater skill on their part, extra profits were realised, ^ 
a portion of these profits should be distributed among 
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them as a bonus on their labour. Lord Georg(j Maimers book h. 
unfortunately died before this experiniont had b(icn long in v 
operation ; but he spoke confidently of its permanent suc- 
cess, and affirmed that it would jirove alike advantagec)us 
to employer and employed. 

It may be hoped that these copartnershi])s will so rapidly 
extend as to fundamentally change the economic relations 
now existing between employers juid »’n ipl<>yed There The pro- 
can be no doubt, as was remarked in th(^ last ehapior, that, 
the movement will be powerfully •promoted by national 
education; for all these schenuss which have b(‘(‘n de- be greatly 
scribed require men to repose a certain amount of trust P'omoted 
in each other; distrust and suspicion are always pro- edmJtiol 
rninent characteristics of a low sta,t(i of int(‘llecliUaI de- 
velojmicnt. 

Ultimately it may be hojied that then‘ will ha so much 
moral and social advaiKHunent as to (‘uabh; a ])erfect union 
between capital and bibour to be est.ablishid : this is 
secured when labourers supjdy all tln^ capital which is 
reqiured to sustain tlu‘ industry in which liny are en- 
gaged. When this is a(;(;om})lished there is (ioopcaution 
in its highest form; the subj(‘.ct of cooperation is of so 
much importance that it will be necessary to di^vote a 
separate chapter to its consideration. 
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W E have' had frequent occasion to refer to the fact 
that the capital and labour which industry requires 
are in this, and in most other countries, gcmtirally supplied 
by two distinct classes, employers and employed. In- 
<lustry is said to be carried on upon th(i cooperative prin- 
ciple when these two classes are merged into one, and 
when tlie capital which is iie€3ded for the production and 
distribution of wealth is supplied by those who provide the 
requisite/ labour. Thus a cotton manufactory would be 
converted into a purely cooperative undc^rtaking, if the 
operatives employed |a it were able to subscribe a suf- 
ficient amount amongst them to purchase the manufactory 
and to carry on the business on their own account. Again, 
an ordinary retail shop would become cooperative if the 
premises and stock-in-trade were owned by those who 
served in the shop, by the })orters, and by others who were 
engaged in carrying on the business.* The great majority, 
however, of the societies which are known in this country 
as cooperative, differ es^sentially both from the cooperative 
manufactory and the cooperative retail shop which have 
been just described. Cooperation has hitherto in this 
country been seldom applied to the production of wealth. 
Probably at least nine-tenths of the existing cooperative 
societies carry on those ordinary r^etail businesses the 
function of which is to distribute rather than produce 
wealth. These distributive societies, which are now gene- 
rally known as cooperative stores, are wanting in the most 
essential characteristic of cooperation, for they do not 
necessarily establish a union, or, as we have described it, a 
merging of capital and labour. The capital in these stores 
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is owned by, and the profits realised upon it are distri- 
buted amongst, th(^ customers and the? shareholders, and 
in matiy iiist^^ances those who siip]»ly tfn^ labour obtain iio 
shares of profits. 

In thus ])ointing out that the title coopt rative is iiom^ 
given to many trading concerns which are not conducted 
upon strictly cooperative principles, it must, not be sup- 
posed that wc underrate the gn ‘.at b(uiefi^ which coopera- I 
tion, even applied in this modified form, has coufe^d | 
not only upon the working classics, but also upon Tftt 
general community. The coop(‘rativo movement is no 
doubt, as yet, only in il.s infancy, but iu tracing its rapid 
development during the last few \(‘ars, w(‘ shall not only 
endeavour to describe tln^ great advantages which have 
already resulted from it, but we shall also at. tempt to 
explain wliy cooperation may probably be more, confidently 
relied upon than any other (‘conomic agiaiey, to etfecjt a 
marked and permanent in\[)rovemeTit in the social and in- 
dustrial (jondition of the country. 

One of the earliest and most succ(‘ssful ot tin* co(>j)erat:ive ! 
stores ill this country was established m<»re tlian 40 y(*.ars j 
since, and it had an origin so humU^^asat t he tiuK*. scarcely 
to att.ra(^t any notice. It appews tml^n th(i year 1 844, there* 
was great depression in the haiund trade at RochdnU*, and 
as the wages of the W(‘.avers were muc,h reduced, the fact 
seems to liavc^ impressed itself upon some of,th(‘m, that their 
scanty earnings did not go so far as they might, bee.ans(i the 
articles sold to them iu the ordinary retail sho})s were dear 
and often much adulterated. Twenty-eight ol* tliese poor 
weavers accordingly agreed to club together a small sum in 
order to purchase some tea and sugay from a whoh'sale shop. 
After they had done so, each one of their number was sup- 
plied with tea and sugar from this common stock, pa 3 dng 
read}^ money for it, and giving the same price for if. as 
they had been cliarged at the shops. Thejr did not expect 
to secure any considtrable jirofit ; the object they had in 
view was not so much to obtain a good investment as to 
avoid purchasing dear and adulterated articles. But they 
found that a very large profit had been realised. The 
great advantage of the plan became self-evident, for not 
only were they providc^d with a lucrative investment for 
their savings, but they obtained unadulterated tea and 
P. M. R 
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sugar at the same price as they had been previously 
obliged to pay for thc^se same articles when their cpiality 
was detcTioratiul by all kinds of adulteration. A fresh 
stock of tea and sugar was, of course, purchascnl. Other 
labourers were quickly attracted to join in the under- 
taking, and subscribe their savings. 

In 1856 this society, now become famous as the 
Roclidale Pioneers, posse ‘ssed a capital of about 12,900/. 
The business was not long restricted to articles of grocery; 
bread, iiu'at, and clothhig were all sold on the same plan. 
Th(ur capital so rapidly increased, that they were soon en- 
abled to enjct expensive steam Hour-mills ; and a siq^ply of 
pure bread was thus insured. During many years, this 
Pioneers’ Society has attracted frequent public attention ; 
for it has gradually grown into a vast commercial institu- 
tion, ombi’acing a great variety of trades. The society 
occupies eighteen branch establishments in Rochdale 
besides its central building which was erected in 1807 at 
a cost of nearly 14,000/. 

The share capital of the stones so rapidly increased t hat 
it now possesses far more than sufficient to carry on its 
business. From tln^ last annual r(q)()rt (1887) it appears 
that the Pioneers’ Society has 10,984 members ; tin) goods 
sold in the year 1880 amounted to 240,081/., and the 
profits 'on this busiiu^ss were 81,075/. After paying a 
fixed dividend yf 5 per cent, upon capital the remaining 
profits are distributed among the customers of the stores 
in proportion to the amount of their purchases ; this bonus 
is sometimes received in cash but is more frequently 
invested as capital in the society. As already stated, a 
capital far exceeding tfee amount required for carrying on 
the business of the stores has been accumulated. Its 
amount at the close of 1886 was 348,900/. This capital 
is invested in various ways, some of it in Yhe support of 
other cooperative societies, some in the shares of first-class 
railway companies; a large amount is invested in mortgages 
to members, chiefly on dwellings occu])ied by themselves. 

The remarkable success achieved at Rochdale naturally 
led to the establishment of similar stores throughout the 
country. In many of the manufacturing towns in the 
north of England, the working classes deal almost entirely 
at these stores ; but they have not been established in the 
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large towns only, for they are now frequently to be found j «ook ii. 
in agricultural villages. Exclusive of tlie large London ' . 
stores such as those known as the Civil Service and tlie 
Army and Navy, there are 884 r^‘lail eoo])erative stoi\‘s in 
England and their annual sales amount to 18,.S25,2()9/.' i 
As previously remarked, the ])rofits realised in these. ! //.s* 
stores are distributed not amongst the employes, but ! 
amongst the customers and the. share.hold(‘rs. The })ar“ j ZsrHM. 
ticular method of distributing the ]»rotits Avhieh has been j 
adopted at nearly all the stores is n^xtn'mely sinqile, and j 
is the oiKj originally agreed upon at Ro(thdale, which W(‘ | 
will now d(iscrib(3. Each (aistonier, whim In* makes a pur- | 
chase, receives ci^rtahi tin tick<‘ts or tallies whi(;h r(‘(jord i 


th(‘ amount of his purcliases. Tin', accounts arc* made up 
at th(^ (iiid of eacli ([uarter, and after a lix(‘d dividend at 
the* rate* of five*, per e.ent. p(‘r annum has b(*(‘n allottol to 
capital, the surplus protits are divided ainongst the* cus- 
tomers in ])roporti(»n to the*, amount of their purchase's. 
Eacth customer brings his tin tickets, which s(*rve as a. re(*ord 
of th(! aiTiount he* has purchasi'd. Tdu; goods are. sold a,t 
the ])ricc‘.s which arc^ current at the. ordinary retail shops. 
The business is strmtly a ready-money one*.. Lnd(‘r no 
circumstances whatevc'r is any credit given. The strict 
adhc'rence to this rule ha.s doubtU^ss contributed more* 



than any other circumstance t(» the remarkable*. suc(tess of j 
these store's. At thci })rinci])al Ooopc‘r»U.iv<^ Stores in , The Civil 
London, the businc'ss is conducted on a difh'i’cnti plan. | cv 

Hen* also the ruh^ e)f giving no crc'dit is rigidly adhc'rc'd i 


to, but the. customers, instead of receiving tlu ir share of | 


the profits at the c'ud of each (piartca\ obtain the goods at 
lower prices than those which are cjiargc'd in the ordinary 
retail sho})s. The tnethod of distribution ad opti'd at Ro(.*h- 
(lale is certainly to be ])refcrred when, as is the case with 
a majority of The stores, the bulk of the customcjrs belong 
to the working classes. It is obvious that an individuars 
share of the profits ij#more likedy to be sjwed if he receives 
it in a lump s\im at the end of each quarter, than if he is 
enabled to save it in driblets each time he makes a pur- 
chase. Experience, in fact, shows that the amount which 
has to be received at the end of each quarter is very gene- 


1 [See the Beport of the nineteenth annual Cooperative Congress, held 
at Carlisle on May 30th, 1887, p. 26.] 
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rally left as an investment in the socitity. Saving is thus 
powerfully promoted, for many men, hy the accumulation 
of theses small investments, gradually become thcj pos- 
sessors of a considerable .amount of capital. As afford- 
ing a striking example of what) can be achii3ved by the 
working classes through th(ur own unaided efforts, refer- 
ence may be made to the ])ractice which has for a 
long time prevailed at the R(jchdale Pioneers' Store of 
devoting per cent, of the n(‘t ]u*ofits to educational 
purposes. [The sum thus spent within the twelve months 
ending on the last day of 1886 was 1,126^.] The Roch- 
dale PionetTS have op(‘ned 18 m^ws rooms, provided with 
daily and weekly newspapcTs, and magazines ; they have 
also formed excelhmt reference and circulating libraries 
containing jointly nearly 17,000 volnmcis ; they have more- 
over started, and to a large extent supported, classes at- 
tended by more than 500 students for the teaching of 
science, languages and technical arts\ 

The remark has already been mad(.3 that nothing has 
done so much to promote the succ(.‘ss of the stores as strict 
adherence to the ready-money principle. In the first 
place, there are no bad debts. Nothing probably inti^r- 
feres so mueli with the succt^ss of the retail tradiT as thi‘ 
loss he incurs from bad debts, and the great amount of 
capital which, when credit is given, he is sure to have 
locked up in boek debts. In tbe second place, it is obvious 
that when all the goods sold are })aid for across the countc^r, 
a maximum amount of business can be earned on with a 
minimum of cajntal. It is shown from th{3 j)ublished 
accounts of these stores that their capital is not unfre- 
(|U(*ntly turned over te^i times in the course of the year. 
In the third place, it is to be observed that when no credit 
is given, no credit need be received. The managers of 
these stores can pay ready money for all the goods they 
purchase. They consequently obtain them at the lowest 
possible price, and have also, as has-been wc^ll described, 
the pick of the market. There are also many other most 
important advantages resulting from the adoption of the 
principle (ff* giving no credit. The fiicility with which 
people are allowed to get into debt at retail shops gives a 


' See the Bochdale Pioneers’ Almanack for 1888. 
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disastrous eiicourageiiieut to iTiipr<)vi(leuct 3 . Credit, it has 
been truly said, is the great bane of the working class(‘s. 
When a man is heavily in d(ibt, not only does he too often 
become reckless, but to a great extent he ceases to ho a 
free agent. The tradc‘sman to whom h(‘ owes momy can > 
force him to go on dealing with him, and can charge him . 
extravagant prices for very inferior artich's. Again, it is ' 
evident that under a system of cn^dit, th(‘ honevil, who do | 
pay are charged a far higher prices than they ought to be, | 
in order to com])ensate the tra.d(5mnan for the lossc's he • 
incurs from the dlshonesiy of those who either do not ])ay I 
at all, or who ke(‘.]) hiin waiting for his money. Tlnan^ is I 
good ground for bediewn'iig that if (.he retail business of this 
country were g(*]ica-ally conducted on thi‘ rc^ady-money 
princi I >!('., prices might be so mu<‘h nMluc(‘d that the public 
would gain far more than would b(‘ ro])resented by the 
entire remission of tlu^ national debl. \V(^ (‘Xpress this i 
O2»inion not sim2)ly as a. vague, surmise, tor it has b(Hm I 
shown at the ju'incipal stores in London I hat , although 
th(‘ goods sold there an* (juite 20 per ceni. cheapoi* than 
they are in many rc'l.ail shops, yet th(‘ busiiicss is so reinu- 
nerativ(‘ that a far larger ])rutit is yielded on the capital 
invested in the business than is socun^d by tht^ ordinary 
tradi^sman. This bedng the cast*, it ap])ears that t!n‘ 
credit system virtually impos(*s an iiK^onH^-tax of 20 [x^r ! 
cent. u])on all that portion of every iridi vidua, Is iucoim* 
whicli is (expended iu the ]>urchase of ciauinodities of 
ordinary consumption. It need scarcely be said that paying 
such a tax is (jquivalent to a far more onerous burden 
than is imposed by the iiitc^'n^st of the national debt. It 
is also to be borne in mind that the, creilit syshau is j 
scarciely less injurious b) tin* retail trader than it> is to the I 
general public,. It is well kiK>wn that a large number ofi 
tradesmen fai\ in business, not only in consetpKjm^c of 
theii’ losses from bad debts, but also in consequeiujo of 
their momyy becoming locked up in book-cr(*dits. Not | 
long sineci the price list of one of the London Stores was j 
submitted to a grocer who was cairying on a large busi- 1 
ness in a provincial town. He admitted that thci prices 
in this list were 20 per cent, lower than those which he 
charged, but he said that if he w^ere paid ready money 
for all the goods he sold, he was sure that he could sell 
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his goods as cheaply as they wore sold at the Stores, and 
he was also certain that his business would at the same 
time become far more profitable than before. Such con- 
siderations as thes(i induce us to think that not the least 
important advantage likely to result from the cooperative 
stores is, that they will so conclusively demonstrate to the 
whole country the loss produced by the credit system as 
gradually to lead to the almost universal adoption of the 
ready-money principle in all retail transactions. Although 
it is probable that these stores will absorb a great propor- 
tion of the retail business of the country, yet the individual 
trader need not fear that he will be su])erseded. Instc^ad 
of expending his energies in vain attempts to seek the aid 
of the legislature in im])eding thci progress of these stores, 
he would act more wisely if he at once came to the deter- 
mination that as they had secured their success by refusing 
credit, he might obtain a similar success by ado})ting the 
same princi])le in his own busint'ss. Many retail tradiiS- 
men, probably through the competition of the Stores, have 
lately with great advantage to themselves, adopted the 
ready-money principU‘. 

We have already referred to the fact that these co- 
operative stores are wanting in one important element of 
cooj^eration, because no share of the ])rofits is allotted to 
the managers, clerks, porters, and the other employes 
whose labour iso essential to the carrying-on of the busi- 
ness. These stores may, iji fact, be correctly described as 
joint-stock companies, which conduct their business on the 
ready-money principle. 

When considering in a previous chapter the advantages 
and disadvantages of the joint-stock system, it was shown 
that the circumstance which is likely most to impede th(i 
success of a joint-stock undertaking is that the paid 
manager has not so direct or immediate an interest in 
the prosperity of a business as one who owns the busi- 
ness and has his fortunes bound up in it. Joint-stock 
companies may, no doubt, be freed from the difficulty to 
which allusion has just been made, by giving the managers 
and other employes a certain portion of the profits real- 
ised. They may thus be made to feel almost as active an 
interest in a joint-stock undertaking as if it were their own 
business, and carried on entirely with their own money. 
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It therelbro seiiins to be of the greatest iiiijK)rLaiice that 
this plan should be adopt(3d in tlie case of cooperative 
stores ; for not only would it meet a disadvantage uiuhi* 
which all joint-stock companies suifer, but it would give' to 
these stores a much more trul}^ cooperative character than | 
they can now fairly claim. ‘ 

111 describing the remarkable prognsss of the llochdale j 
society it was stated that its ca[)ital soon b(‘canu‘ far more 
than sufficient for the store. Consecpuaitly ii was n(‘c« >- 
sary to determine tlie best mode of ^.anploying this surplus 
capital. This was an extremely (hTicate and (lifficult ([iies- 
tion, but the managers of tln^ society', by I ho oxercise of 
remarkable tact and sagacity, hav(‘ shown that in almost 
every instance they were capabh* of d(‘aliiig successfully 
with it. "bhis we think will b(‘. ]>rovaKl as vvi‘ procee<l to 
describe, the various undertakings that, have from time to 
tim(‘ b(‘en supported by this Pionec'rs’ Socfiety. It is the 
more important that such a descri])tio]) should be given 
with as much clearness as possibles, bei*aus(‘ it serves dis- 
tiiK't ly to mark th(‘ gradual d(‘.V('lopment ;uid progress of 
thc‘. coo])erative niovc'tmmt'. 

As the business of the store at E/>ehdal(‘ rayudly^ 
ext(‘iidtHl, its managers were not unnaturally led to ])erceive 
the advantage of establishing a wliolesale di'pbt. of tluar 
own, instead of purchasing tlie various goods they sold 
from ordinary wholesale houses. It wjy^ nioreovtir felt 
that such a wholesale society^ might render invaluable 
assistaii(;(^ to small struggling soch'-ties if an at.-tfuupt wen^ 
made to crush them by a combination of tradesna'ii jealous 
of cooperation. In 18G3 this wholevSJile society was (‘urollexl 
at Manchester, and bc*.gan busin(‘s^ in 18()4. It has now^ 
become a great cmitral depot with branches in London and 
Newcastle. It owns manufactories in Leicc^ste.r, Durham, 
Crumpsall, 1 If ckmondwike and Batley^ It has despots for 
purchasing and forwarding goods, in New York; in 
Liverpool, Leeds, Gi>ole, Bristol, and Longton ; in Cork, 
Limerick, Tipperary, Ivilinallock, Waterford, Tralee and 
Armagh ; in Copenhagen ; in Hamburg ; and in Rouen 
and Calais. It owuis five steam ships. It also has a Bank 
Department with a turnover of 16,000, COOL annually. 
The English Wholesale Society is now (1887) distributing 
goods to the value of more than 5,000,000i. a year. No 
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BOOK II. individual can purchase goods from the Society ; its entire 
business consists in selling goods to various cooperative 
stores. [In 1887, the English Wholesale Society was 
su 2 >])lying goods to 790 Retail Stores, all of which have 
cai>ital invested in the Wholesiile.] There are also some 
stonis which purchase goods iroin the Wholesale, but do 
not hold shares in it; these are usually small struggling 
stores which have no spare capital. The business appears 
to be most admirably conducted. Tinder no circumstances 
whatever is a longer cuedit given than seven days from the 
date of invoice. The result of strictly adhering to this rule 
is that on transactions amounting to more than 5,000,000/. 
per annum, tht‘ amount lost by bad debts only amounts to 
a few pounds a year. The cost of management is unpre- 
cedentedly small ; not amounting to 1 per cent, on the re- 
turns. After a fixed dividend of 5 per (Hint, has been 
allowed on capital the remahiing profits are distributed 
amongst the retail stores in proportion to the aggrcigate 
amount of their purchases. To those stones, however, which 
have no. capital invested in the Wholesale Society the 
share of profits all()tted is only half as much as to thcjse 
stores which have capital invested. The leading idcia 
which appears to be piH‘dominant amongst the supporters 
of the Wholesale Society is a desirti as far as possible to 
g(it rid of nuddlem(*n. Iii ’ordtir to do this, commodities 
are purchased, ivhenever an occasion offers, directly from 
the producers, and ixs th(5 concern develops they will un- 
doubtedly manufacture for tlunnselves a greati'r portion of 
the goods th(.'y sell. For instance, instead of buying Irish 
butter through the provision merchants who impc^rt it, 
they havii their own agents in Ireland, \vho purchase it 
directly from the farmers. They have also already esta- 
blishecl shoe manufactories of thidr own at Leicester and 
H(‘ckmondwike, a soap manufactory at Durham, manu- 
factories of biscuits, sweets and soap at Crumpsall and 
a cloth manufactory at Batley. It »as difficult to assign 
limits to the development to which this Wholesale S(jcicty 
may ultimately attain. Some of those who are connected 
with it already begin to feel confidence that the day is not 
far distant when they will obtain wheat and other agricul- 
tural produce from their own land, and when they will 
import tea, coffee, and sugar in their own ships from their 
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own plantations. [There is also a Scotch Whohisalc 
pociety; the head (quarters are at Glasgow and it has 
Ibranches at Leith, Duinlee, and Kiliiiamock. This soiaety 
supplies goods (1<S87) to fchii arnouni.of niorci than 1,500,000/. 
annually. 281 Retail Stores hold shares in it\J 

Ifc is to be remarked that as the chief Tnotive which 
prom})ted the establishment of the Wholesak* Society was 
to give assistance to the various <ioop(‘rativ<‘ st^rcis scattered 
throughout the country, the goods are sold at tht‘ lowest 
j)ossible price ; only such an amount is (‘harg(‘d for them 
as to cover the expens(‘s of jnanagenient, and leave a suf- 
ticient margin for ])rofit. It is also to Ik*, remarked that 
the Wholesale Soci(.‘ty, like the coopiTative stores pre- 
viously (hiscribed, is not so truly e.(»op(a'ative as it might 
be; because its managers and otlica* employes do not enjoy 
any share of the profits, but are remunerated l)y salaries or 
wages, just in the same way as they would be in an ordinary 
whohisale house. At various times the proposal has been 
discussed to allot tlnan a certain shari' of prolits. Idu' 
d(H*ision which may lx* uhimately arriv<.‘<i ai on the subji'ct 
will, in all probability, (‘xercise a most impt>rtant iuHiuaict'. 
on the future of coojx'ration. It is soimdimes said that t he 
reniaikable success obtaimxl by such a sociedy as tlu', 
Whoh^sale, satisfactorily [)roves that it cannot be necessar\ 
to allot any share of profits i.o labour. Tlie jjianagiu’s of 
this soeiety could not ])ossibly have displaced njoi’e ability 
or ziuil. "fhoy an^ so (h ‘voted to the cause oi' cooperation 
that it IS (juiti^ unnecessary to stimnlate Ilnur activity by 
giving tlnun a more direct p<‘cuniary int(‘i\*st in th(‘ pros- 
perity of the undertaking. Smdi reason iiig, howevo)’, as this 
is surely both unsound and sliortsighted. A business, how- 
ever successful it may l)e, cannot be rc'gardiul as resting on 
a sure and permanent basis, if those who coiiduct it are not 
adequately reT^arded, and if, taking advantage of the (Enthu- 
siasm they may happen to feel tor a cause, their (unployers 
give them less for tli(?ii’ services than they (;ould command 
in the open market. If this determination to deprive 
labour of all share of profits is ])ersivsted in, eo<>p(u-ativ(; 
societies will become nothing more than ordinary joint- 
stock companies in which a great part ol' th(‘ capital is 
owned by the working classics. We do not in any way 
^ [Seo Beport of Nineteenth Annual Cooperative Congress, 1887.] 
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jiooK II. dosiro to uiidorriito the advantages of the movement even 
V if it simply assumes this form. It must be an immense 
benefit to the working classcss to obtain the commodities 
they purchase at a cheaper rate, and to have placed within 
their reach an eligible investment for their savings. Pru- 
dential habits will in this way be> powerfully stimulated, 
and without an increase of prudemee no permanent im- 
proviiinent can be effected in the condition of the working 
classes. Again, it is impossibh^ to place too high a value 
upon the educational .influence which may be exercised 
upon the members of cooptu-ative societies. A workman 
who has a few pounds invested in a cooperative storci soon 
undt'rstands what are the true functions of capital. In- 
stc‘ad of thiiiking that capital is some mysterious agent 
specially created to oppress and injure labour, he becomes 
as much impressed as an individual employee can be that 
I capital is not less essential to industry than labour, and 
I that consecjuently it possesses a not h^ss ind( feasible claim 
to receive its due reward. But the friends of cooperation 
cannot too carefully remember that the marv fact of calling 
societies ‘coopera tivti will do nothing to improve the indus- 
; trial ])()sition of thc‘ labourer, if he is to cuijoy no share in 
the profits, for we believe all tjxperience has shown that a 
i joint-stock company is not likely to lx; a less severe, or a 
i more lib(;rai taskmaster than th(; individual employer, 
i Cooperation moi;pover lost^s its chief industrial advantage if 
the labourer is not p(*rniitted to participate in profits: for, 
as we have endeavourt'd repeatedly to ex])lain, the great • 
defect in our present industrial economy is that it fails to 
mak(^ labour as efficient as it ought to be, because it has 
not a sulficiently din*ct,and immediate interest in the suc- 
ce‘ss of the work upon which it may be engaged. It is this 
dc;fe{;t which may be nunedied by coop( ‘ration ; and it is 
because cooperation, whc;n truly carried out, may remedy 
this dtdect, that Ave regard the applicatimi of the coopera- 
I tive principle as one of the most ^;fi(li^^tive of all agencies 
j for securing improvement in the economic condition of the 
I country. 

As we have now shown how the success of coopera- 
I tive stores led to the (istablishment of the Wholesale 
; Society, we will next proceed to describe various other 
t developments of the movement. The large profits real- 
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iscd by the stores brought so forcibly homo to th(‘ work- 
ing class('.s the advautagt's of carrying orj a retail track* on 
jtheir own account, that tln^y vcTy naturally thought thal 
they should bo abk* t(^ socaire still greater a-dvantag(‘s if 
the labourers could form themscivc's into associations to 
carry on some of the various trades in wiucli tlu‘y wc‘.n; 
employed. One (d‘ tlui first experiirnaits of this kind in 
what may bc^ tc'rim^d cooperativi* productive industry was 
made at Rochdale in RS55. Previous |.o this time,, nowj^vc j , 
scvtTal cooperative trading (*stablishments had bec'u in 
successful working in Paris. Some of t.h<‘.s(‘- wo will h(‘n'- 
after describe. But<, rijverting to what w.is done at Roch- 
dale, we find that, as was tlu'. caso at tin*, Pioiu'ci’s’ St.t)r(‘, 
the experiment of aj)pl 3 ing cooperation 10 productive* in- 
dustry was coinimaictKl ou a v<*ry small seah*. J/i the 
first iustaiiee only a room was n nt(‘(k and in it were 
plaei'd a few looms. 11ie cotton trader howev(‘r, was then 
in the h(*ight of its ])rosp(‘rity, and large* ]a‘otits were 
coi]se*ejue*ntly re'alised even fr<im so im))e‘rteet an t‘tlbrt. 
Eiieonragenl by I, his hist siu'cess, tJie*. promotj rs of tin* 
undertaking detejriniiK'd le» e'xt,e*.i)d tlmir tipe'railons. and 
])art of a mill was accordingly re‘nte'd. The'ir eapital at 
that, time was about oOOOi., and the syste*in of condue;ting 
the busiue‘ss was as simple* as it was i^xcelk*nl. A divi- 
dend of five^ peii* cent, on e^a-piiai was the first eiiarge on 
,pre^fits. Afte.‘r this diviekaid had be:*e;n ^t'eiuvd, tin* re*- i 
inaining ])rofits W(_‘re divieled into two eMjual shaivs. One* | 
iof the^se shares was gi\ en as an extra divieleiiel on capital, i 
land the e)ther was dislribute;d as a bonus amongst the* | 
llabemre^rs eanployed. Ea,ei) labourers shaiH*, of this bonus 
!was }>re>])(jrtie)ucel to the* aggre*.gat..e anmunt of wages he 
^had (jarne'd. The most the'refore was give*ii to those who 
wajrkeei with the* greatest re‘gularity anel the* gre'atest 
skill; and as,1in additiem te> this bonus, tin* wage*s curre'ut 
in the; trade were paid, it was natural that the; be*st 
efforts of theise emjjeiyed vv(*re stimulated, and the; most, 
prudent operatives iu the hx-ality were powe;rfully at- 
tracted to an undertaking where their labeiur re.*e;eive*d 
an extra remuneration, and where they obtairn'd a lucra- 
tive investment for their siivings. The unek;rlakiug de- 
veloped so rapidly that seion a larger mill was recpure;d 
than any that could be rented. It was therefore resolved 
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to build one: it was commenced in 1856, and completed 
in I860, at a cost of 45,000i. The mill was fitted with 
the best machinery and was complete in every respect. 
kSo confident were the workmen of the success of the 
scheme that the outlay involved in the erection of this 
mill did not exhaust the ca])ital they were willing to in- 
vest, and accordingly a second mill was soon commenced. 
Tlujse mills had scarcely timt; to get into full working 
when the breaking out of the civil war in America brought 
the cotton trade of Lancashirci into a state of unprece- 
dented depression. Long after many of the surrounding 
manufactories had bcicn closed the cooperative mills cou- 
rageously struggled on. The difficulties, however, which 
had t(j be contended against were of so caitirely unusual 
a character, that no one can have any just reason to feel 
less confidence in the cooperative movement because an 
association of workmen were unable successfully to con- 
I tend against circumstances so exceptional as to bo quite 
! out of the current of ordinary calculation. [Among the 
I most successful of the coo])erative associations connected 
I with the c<jtton trade may be inentiontKl the Eccles manu- 
factory of Quilts and Table Covers established in 1861, and 
the Hebden Bridge* fustian manufactory establishcid in 1870. 
The Hebden Bridge manufactory began very humbly, and 
at first its only capital was formed by a weekly sub- 
scription of 8r/. liach from a few fustian cutters. These 
intni began by cutting fustian, for the association they had 
foruKid, in theur own homes, after their ordinary day’s 
work was over. By this miians they gradually accumu- 
lated a small capital, and in 1874 a factory and an estate*, 
costing 7000Z. were purchased. In 1886 they began to 
j weave thc'ir own cloth. The society (*.mploys a, bout 130 
! work people, and evcTy man, woman and child employed 
gets a share of profits. The profits realised in the half 
year ending Dec. 1870 were 8/. ; in the first half of 1886 
they amounted to 1256/. Since 1871i^ the society has only 
failed on six occasions to pay a dividend both to labour 
and capital at the end of each half year. “ The portion of 
pn^fit falling to each worker is credited to his account as 
! share capital until he has at least 20/. paid up in the 
I society. This course has the effect of giving each of the 
work people a thorough interest in the welfare of the 
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locicty ; greater care and economy are exercised in all 
spartmonts of labour; and each one puts forth evt'ry en- 
vour to do his share bnvards making tho business 
irofitable, knowing that in ])roporlion to tln‘ results, so 
.11 his share of profits be\” There has never bcH'.n any 
strike or serious dispute between the work pt' 0 ])le and tlie 
rftariagers of the society. The manager and th(‘ committ(‘e 
are elected by the nHunbers from among their own body.] 

Ft is to be remarked that in several of tht;S(3 manufac- 
tories, which have becni established l>y associat ions of work- 
men, the plan has bemi V(iry gmjerally di‘])arted from of 
allotting to labour a. share of tlie profits. When de]>ress(‘d 
trade brought adverse times to tla^ Rochdale Mill, on(^ of 
the first things that liappeiu'.d Ava.s a eont imtion as to tln^ 
^jight of labour to share in the profits. Idmso wlio poss(\ss(*d 
||japilal in the concern s(K‘m(*d t.o think that they were 
imuHressarily g(‘n(.‘rous, and were making a sacrifice for 
hich they re.C(;ived no naurn, if tiny surrendm'ed any 
raction of profits to labour. Antagonism oP interest thus 
|arose in every rt‘spect similar to that which unhappily so 
^widely prevails bt'tween employees and eniph)y(d. The 
Muestlon whether labour should enjoy any ->hai'<- of j)rofits 
s still being keenly disput(‘d amongst coo])erafors, and it 
.s di hi end t to say how it will be ultimately diderminexl. 

E ^here certainly seems to be good reason t<» hopt' that the 
larty will ultimately prevail who, having *l>tained an in- 
nght into the true natun^ <>f cooperation, assert that thti 
llxmus wliich is distributed amongst labourers is not. a. 
sacrifice on the part of capital, but is rather a. UK^asuiX' of 
the increased efficiency given both t<> capital and labour; 
and that if such a bonus is withheld from labour, co- 
peratioii loses that which gives it its chief vitality ; and 

( a cooperative society becomes little else than an ordinary 
j ( >ii \ t-stock company. 

Before leaving the subject of coo|x;rative production, 
it is desirable to poii^t out that the cooperative principle 
|Can be applied much more (jasily and much mor(‘ simply 
fto the distribution than to the ]3rodnction of wealth. It 


1 [See Cooperative Production in Great liritaiii, by J. C. Gray, “ of 
; Steel,” January, 1887. Stie also address by Mr T. Hughes, Cooperative 
i Congress, 1887, and the Balance-Sheet of the Hebdcn Bridge Cooperative 
ISociety, June dOth, 1886.] 
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is, for instance, cvid(3nt that a cooperative store has nt 
to contend with many difficnlties which stand in the wa 
of a cooptirative manufactory. As tln^ business of a stoi 
is conducted on the ready-money principle, scarcely an 
risk nt^nd be incurred. It is not necessary to make an 
speculative ])urchaseK. The. goods can to a great ext-er 
be bought as they are want(id. The ixiturns in such 
business are regular. Tin* trade done in one quartc 
differs littk^ from that doiu* in the |)rc‘vious quarter, an 
th(Tc‘ is no difficulty in eontra(*t.ing or (‘X})anding the busi 
ness if it sliould be reupiisite to do so. A manufacturin, 
busiiKiss is, however, from th(3 nature of the case, spc'cu 
lativo and luicertain. Profits oftini (hqiond almost entind 
u])on purchasing raw matcalal at a favourable time. Souk* 
times the trade suddenly b(‘comes so de})ressed that it i 
necessary to withhold the manutiudured goods from th 
market. This of course cannot ho dom*. unless there is ; 
reserve fund to fall back upon. It is ])robable that th 
cotton trade more than any oth(*r industry in the countr; 
has always b(‘(ai characteris(‘d by viohait fluctuations 
Pr(ys])erity and adviTsity seem to succecid (;ach other it 
ngular cychis, for if (^xc(q)tionally high ])rotits uro ri‘alis(‘( 
for two or thr(*e years, th(3re is sure to be a ])eriod of cor 
r(‘s])onding dcqtression, wh(*n scarcely tiny profits at all ca.i 
be secured. Sonietim<‘s the profits realised in th(j cot-toi 
trade are more** than three times greater in one quarte 
than in tln^ (juarter imuK'diately pri'Ctiding or suc(;eedint 

it. Thus in tin* (Quarter (‘iiding in June, 1872, the profit: 
of the Sun Mill Clompany, OldhanP, were returned at in 
less than .80 per c(*nt., whereas in the quartc t ending it 
Sciptember in the samci yi^ar they sank to 0 pea* ci'.nt 
It is obvious that th(3 gr(*atest prudences and forbearanc< 
are required in ord(‘r that a business which is liable h 
such severe and sudden fluctuations shoidd ho successfulh 
carried on. Thcire is, of course, a constant temptation t< 

o 

^ [The Sun Mill Company Limited is not a Cooperative Society in th 
sense of a necessary copartnership between capital and labour. It is ai 
ordinary limited liability company, with a capital of 75,000/. in 15,00: 
shares of 5/. each. The shares being .issued at this amount renders i 
possible that they should be held by working people ; but there is no pro 
vision that they should be held by those employed in the Sun Mill ; an< 
conse(iuently identity of interest between employers and employed is no 
ensured.] 
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iappropriato too large a portion of the exceptionally high 

profits yielded in pronperons y(\ars, and thus l(*ave an 
lnadc(|nat('. reserve to meet adverse tinios. That this 
Icinptation has been in many instances snec(‘ssf\illy re- 
sisted by associations of workm»‘n, ina} jnstly he rogardt'd 
as affording the most satisfactory evidence of th(' ca])a(aty 
of a considerable 7inmb(‘r of the labouring classes to carry 
on most complicated and difficult industrial undertakings. 
The experiment of applying thi^ coopcTative pi'incljde to 
so spe(!ulative and tliictnating a tra.de as the cotton marui- 
facturc was an extremely bold one; for tlu^e is no oIJkt 
branch of industry in which associations of worknuai liava' 
to resist so many temptat.ions and to struggk^ against so 
many obstacles. Ooo])(Tativo ])rodu(‘tion may no doubt. Ix^ 
far niore easily carried on in thos(‘ trad(‘s wlnu’c th(^ j-(‘- 
turns are more regular, and whca-e tin* amount, of (?a]>ital 
which has to be inv(‘sted in plant and maha'ial is small, 
compared with the amount (‘xpendcsl in wages, flliert' 
ar(\ how(‘,ver, at tlu^ pr(‘sent, tinu^ (18(S7). tv.'e}v(‘ coo])(*ra- 
tive ])nKluctive soci(‘ti<'S in the North of Hngland, e,)jgMg(Ml 
in t(‘xtile industry, emjdoying morci than dOOO workmen, 
and ])ossessing share capital to tluj ainoiml ol' 1 IS, 000/., 
and loan capital to tin*, amount of 105,700/.^ There are 
also scweral successful coopt'ral.ive bootmaking associations 
in various parts of England; two of tlu'se, at Ifim^don and 
at Wollaston, both in Northamptonshir(‘* >^upply a con- 
siderable number (»f the hoots r(.*(juired for tJie Army, and 
their Work is regarded by the officials of the Army Clothing 
departincnit as highly sabislactory.] One. great ohslacle 
to the sticcess of cooperative production is tm doubt re- 
moved when the u(H.*essa.iy capital riMpiired for carrying on 
a business can be entirely })rovid(Kl by thos(‘ who also sup- 
ply the re(]uisitc labonr. 

Coopcrative*production has assumed a much more im- 
portant development in France* than iii England. At 
the present time theiie are not more than three or four co- 
operative productive associations in London : wh(a\‘as in 
Paris there are more than 40. Those societies embmee 
a great number of different trades, such for instance* as 
pianoforte making, house-painting, tailoring, fihi-cutting, 
tepectaclo making, carpentering, basket making, gas-fitting, 
li. ^ See Eeport of the Nineteenth Annual Cooperative Congress, p. 48. 
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paving, furnishing, market gardening, etc. At the time 
of the revolution of 1848, various attempts were made in 
Francis to c^ncoiiragc? the estahlishnn^nt of cooperatives pro- 
diustivc* societies by gimititig.them stabs loans; and it is 
particularly worthy of remark that in no single instance 
has any society which obtained state assistance secured 
any permanent success. One of the societies started in 
1849, viz. that of the pianoforte makers, received no state 
assistance and is now one of the most successful of the 
coo})crative institutions in Paris. It had an extremely 
humble beginning; as, in the first instance, 14 workmen 
subscrib(‘d a capital of about 2/. each. This society now 
consists of 18 members who cunploy in addition a certain 
number of auxiliary labourcTS who are ])aid by piece work, 
and the members are eh^cted from among the auxiliaries. 
The freehold of the building in which the iTtisiiu^ss is 
carried on b(dongs to the association and represents, to- 
gether with plant and material, a ca])ital of about 11,000/. 

9110 cooperative associations in Paris have obi-aim^d a vary- 
ing amount of success. Many of them have departc^d from 
the principle, which may be regarded as tlie (\ssence of 
cooperation, of employing no labour with(mt allotting to it 
some shan*- of the profits. This, however, ought not to 
cause any want of confidence in the future of cooperation. 
It will no doubt happen that the com})lete ap|)lication of 
the prill ci])lc wdl bo arrived at by gradual steps, and it 
should be remembered that even in those cases where 
some of the labour (unployi/d does not participate in th(^ 
profits, yet evtni here the labourers who are members of 
the association secure the important advantages of them- 
selves supplying the capital which their industry rcipiires. 

Without attempting to predict the exact phases through 
which coo})eration will pass, it can scarcely be doubted 
that the jirinciple is so well adapted to agriculture, that it 
is certain some day to bij applied to that particular branch 
of industry with, the most beneficial Results. Hitherto co- 
operation has never been applied to agriculture except in 
a very imperfect form ; but these experiments, though 
very incomplete, have been most encouraging and satisfac- 
tory. The one that has attracted the most attention was 
begun in 1830 by the late Mr Gurdon, on his estate at 
Assington, near Sudbury, in Suffolk. Mr Gurdon was 
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Ko much impressed by the miserable condition of the 
fegrioultural labourers who were employed on his estate, 
ghat he was prompted to do something on their behalf. 
KV^Hfen therefore one of his farms beemne vacant, h (3 offered 
po let it at the ordinary rent, 150Z. a~year, to tlio labourers 
pwho worked upon it. As they, of course, had not sufficient 
capita] to cultivate it, ho in the first instance lent 
them the recpiisite stock and implemeiits. Tlu' iMbourers 
were, in fact, formed into a company in which tln^iv wore * 
eleven shares, and no labourer was |.u^rinittod to hold more 
than one share. The plan was so c;n)ineutly suc(r(\ssful 
that in a few years sufficient had be(‘ii saved out of profits 
to repay all that had been ad vamped, and thc^ stock and 
implements became the; pvopt'.rty of the labourers. Each 
share has greatly increased in \nlue. Mr. (iurdoii was 
so niuf.'h (>ne!ourage‘d, not only by the }>ee‘nniarv aelvan- 
tage'-s si^cured to the labourers, but also by lln* general 
improvement (‘il(3ct(.Ml in their condition, that some ye^ars 
afterwards he le^t anothcT and larger fane e>n similar 
terms. Although no staleiiuiit of acceunt,s has vvvr be<‘n 
publishcid, the remarkable; ])ecuniary advantages secure ‘d 
to tlu; labourers is proved by the fact that, aftea* e'uje)ying 
at le'ast a.s high wages as we're; paid in the elistrie't, the;y 
were able in a few years io beenme the ownejrs e.)f a valu- 
able" property, consisting of the ste)ck and implemeaits 
e 3 n the farms. One of the me)st signific<yii auel hopeful 
circuinstanens ce)nnecte5d with the; experimeait is that it 
wiis nut carriejd o\it by a pickeid body of men ; a,nd if 
so much could be de)ne by labourers who we'i-e; probably 
amongst thej worst educat(;d in the country, it may be 
fairly concludejd that whe;n the inte'ilige'iu^e e»f our rural 
populatie)ii has be;en beUter developed, coojxn'ation may 
be applied in a meu'ei c.e)mple;te; form to agriculture, and 
with even meffe striking ivsnlts than have bom obtaine^d 
at Assington\ Agriculture has perhaps suffered more 
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’ [Tl\e second and the larger of the two cooperative farms at Assing- 
ton succumbed, in 1883, to the bad times from which agriculture has 
suffered for so many years. It was however able to pay each of its original 
shareholders 16f. a share, and the landlord and other creditors were 
satisfied in full, the only actual loss falhng on recent shareholders who 
had "given 51 . for their sh'vres. The fann was started again, mainly 
jihrough the help afforded by the London Cooperative Guild. The prin- 
innle of profit-sharing was adopted, and though, owing to the low prices 
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than any other industry from the listlessness and apathy 
of the labourer, and the only way of removing this list- 
lessiiess and apathy is to give the labourer a more direct 
and active interest in his work than he possibly can feel, 
so long as he simply works for fixed wages. In the 
chapter on peasant proprietors we had frequent occasion 
to describe how powerfully the industry of the labourer 
is stimulated by the feeling of property. When he' cul- 
tivates his own plot of ground, he exerts himself to the 
utmost, becjmse he knows that he will enjoy all that is 
yielded by his labour. Each year, with the extended use 
of machinery in agriculture, it is becoming more advan- 
tageous to carry on farming on a large scale. When, there- 
fore, cooperative agriculture becomes practicable, land may 
bo cultivated by associations of labourers, and thus many 
of the advantages associated with the system of peasant 
proprietorship may be secured, whilst at the same time the 
disadvantages of small farming may be avoided. The pro- 
gress towards cooperative agriculture will no doubt be slow 
and gradual. The labourers will have to advance towards 
it by many preliminary steps. As shown in the last chap- 
ter, many schemes of modified cooperation, based on the 
principle of copartnership or profit sharing, have been 
brought into successful operation. These schemes by af- 
fording valuable training to the labourers will, it may be 
hoped, enable them to triumph over the difficulties asso- 
ciated with cooperative production. 

It must not be supposed from the striking success 
which in numerous instances has been achieved by coope- 
ration that a cooperative institution is not subject to many 
of the same dangers which beset ordinary commercial un- 
dertakings. If a want of judgment is shown in selecting 
the managers, if care is not taken to secure both intelligence 

of agricultural produce, no surplus profits for distribution among the 
labourers have yet (1888) been earned, the rent and all other expenses have 
been punctually paid, and a full amount of latpur has been employed at 
wages above the average of the district. The older farm remains on the 
same basis as when started by Mr Gurdon in 1830. These particulars are 
gathered from a lecture by Mr W, H. Hall “ On Cooperation and Profit- 
sharing in Agriculture,’' Metcalfe and Son, Trinity Street, Cambridge, 
and from private information kindly supplied by the Eev. Wilson Brown, 
Vicar of Assington. Mr Haifa lecture contains an interesting account 
of a new experiment in cooperative agriculture, started in 1883, by Mr 
Bolton King on the Badbourn Manor Farm, Warwickshire.] 
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"and honesty, failure must, of course, inevitably result. All 
Nihat need be contended for by the advocates of cooperation 
tfe that advantages are certain to rt^sult when the principle 
B judiciously and skilfully applied. As an instance of 
Bant of judgment, it may be mentioned that the idea 
^.enis to have found much favour among many cooperators 
that a cooperative bank should be established on the prin- 
ciple of allowing a fixed rate of inten^st ol* 5 j'cr cent, on 
deposits. It seems to be th<^)ught that 5 per centi. is the 
proper rate of iiitercist to be paid, but it need scarcely be 
pointed out that it is impossible for a coo])(‘r{itiv(; bunk to 
allow 0 per cent, when the current rate, of interest is bidow 
that amount. 

Hitherto cooperative banking has not obtained any 
marked success in England; we cannot, however, leave the 
subject of coo])erative banking without referring to the 
origin of the rnovennoit which took place in iJermany in the 
year 1851, under the din^ctlon of the late H(Tr >Schulze-De- 
litzsch^ The object of these (X)operative or rn'dit banks, 
as firsl. started uiahu’ the wise supervision of tliis g(‘ntle.man, 
was to give to the labourer, through thc^ ago.ncy of self-help, 
direct accuiss to the capital nec^essary to production. It is 
evident that an individual hihourer cannot obtain tiie use* 
of borrowed capital, for tin? simple r(‘ason that the sticurity 
he is able to give for its repayment is insutHcjent ; but 
what is ti’ue of a single artisan ceases tfc) be true oj‘ an 
association of artisans jointly and severally responsibki for 
the debts of every imanber of th() association, and espe- 
cially where the terms of membership are such as to reduces 
to a minimum the risk of loss through the dishmiesty or the 
incompelonco of those who join it. Such associations were 
formed through the intimajce of Herr Schulze-Delitzsch ; 
the terms of the association are so drawn up as to exclude 
all but bon^ fide labourers, and as the cardinal ])rinciple 
of the association is self-help, the cjindidates for admis- 
sion must give substantial }>roof that they are able to 
help themselves. The circurnstauc-es of the candidate for 
admission are always carefully enquired into before ho 
is allowed to join. He is moreover required to become 
a shareholder in the concern. It may be urged that if all 
.these securities are required to prove a man’s honesty 
^ Herr Schulzc-Helitzscli died April 29, 1883. 
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^ obtaining a loan independently of the association. A very 

little consideration will, however, show that this is not 
the case. The security offered by an individual workman 
can in the vast majority of instances only be a personal 
security; if therefore he obtained a loan at all it would 
be on exorbitant terms. The owner of capital advanced 
to an individual workman would run a very great risk 
of losing it altogether: if, for instance, the workman died 
or absconded, the owner of the capital would have no 
remedy. But the credit of a w^orkman rests on altogether 
a differ(Uit footing if he belongs to an association every 
member of which is jointly and severally responsible for 
the debts of all the rest. One fundamental principle of 
the Schulze-Uelitzsch Credit Association is that of un- 
limited liability: this principle makes the credit of the 
(issociation unimpeachable ; it also exercises an important 
influence in keeping up due watchfulness on the circum- 
stances of the candidates for admission. The capital re- 
quired for the working of the associations is obtained in 
two ways; first, by the subscriptions of members, and 
secondly, by loans contracted in the open market on the 
credit of the association. The bulk of the business is 
carried on with capital obtained in the latter way. To 
give some idea of the proportions which this movement 
has assumed in^ithe country in which it originated, it may 
be mentioned that in the year 18G5 there were 961 of 
these Credit Associations in existence in Germany. Of 
these about one-half or 498 sent in their statistics to the 
central bureau, showing that they then possessed nearly 
170,000 members, and that the money they annually ad- 
vanced was equal to 10,000,000^'. In 1877 there were 
1827 of these associations, with over 1,000,000 members, 
owning 8,000,OOOZ. of capital, with 20,000, OOOZ. more on 
loan, and doing business to the amount of 110,000,000^* 
In 1884 the number of the associations had increased to 
* 1965. 

In Eng- The progress of cooperation was for some time mate- 
land CO- 

^ See the eleventh Report of the Trades’ Union Commissioners, 
Vol. II. Appendix, pp. 165 — 178. This part of the Report is by Mr, now 
Sir, R. D. Morier. 

* See Economics of Industry ^ by Mr and Mrs Marshall, p. 223. 
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rially impeded in England by various legislative restric- 
^tions. Until 1867 no cooperative society was permitted 
||p invest more than 20()i. in any other society. This re- 
Ipriction at one time brought a very serious danger 
|roon the Rochdah^ Pioneers. Ha\ing more cajntal 
%an they could use in their own business, a portion 
of their capital, in consef|uence f>f their not being abk; 
to invest more than 200^. in any onher society, was 
lying idle. It was therefore decided to repay to some oi‘ 
the largc^st shareholdc^rs a portion* of the money whi( 3 h 
they had invested in the society. IMo sooner had this 
process of repayment commenced than a rumour not un- 
naturally gained credence that th<i wealthier shareholders 
had lost confidence in the concern, and wen? withdrawing 
their cayutal from it. A panic tmsued, and such a run 
was made by frightened sha.r(*hokk?rs upon the funds of 
the? society that it was for seane time in imminent peril. 
It is impossible to hava? a more instructive? (‘xample? of the 
wides]m‘ad miseliief which may result from nu'(]dl(?,some 
and ill-eonsul(‘r<'d ]<‘gislati<>Ti. As anotluir instance, t)f the 
manner in which th<i dev(?lopment of cooperation has been 
retarded by legal impediment's, it may be mentioiu?d that 
until two Acts were passed in 1867 and 1871, coo[)erativc 
societies could not buy or sdl land except For the ])urposcs 
of their sp('cial trade. Now that these societ ies have been 
empowered to buy and sell land, many (if them have in- 
vest^ed a considerable ])ortion of their surplus cayutal in 
the erectmn of houses for their members. lh(‘ Rochdale 
Pioneers have already expeud(?d many thousands in this 
way, and it need scarcely be? said that it is not possible to 
render the working classes a greater service tluui to make 
it more practicable for them to obtain suitable dwellings. 
The members of a cooperative society may obtain their 
houses just as the customers of a cooperative store, at the 
lowest possible price, since the object of investing the 
money of the society in building houses is not to obtain 
a largo profit, but to secure the best possible house ac- 
commodation for the members of the society. Various 
other schemes have from time to time been propounded 
with the object of improving the houses of the poorer 
classes. These schemes, though not cooperative in the 
sense in which we have employed the word, are based on 
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the principle that much more can often be done by a 
union of several small capitals than can be done by each 
of these small capitals working separatcily. Thus, if a 
hundred men subscribed 200Z. each, with the 20,000/. thus 
collected, a block of buildings could be erected which 
would provide each member with much better accom- 
modation than if each had expended his 200/. in building 
a cottage for himself. Building societies afford important 
facilities for workmen becoming the owners of the houses 
in which they live. These societies gather together a great 
number of small capitals, and employ the fund thus col- 
lected in making advances to those who wish to build or 
purchase a house. The house itself is a security for the 
money advanced, and the loan is repaid by small weekly or 
monthly instalments. It is difficult adequately to estimate 
the good which is done by these societies. They hav(^ 
undoubtedly enabled many hundreds of thousands of work- 
men to become the proprietors of their own houses. In 
1887, the number of Building Societies in the United 
Kingdom, sending in returns of their assets and liabilities 
to the- Registrar of Friendly societies, was 1846 ; and the 
number of members belonging to these societies was 
581,681 \ 

[Editions previous to the present (1888) of this book, 
have contained a description of the operations of the 
Artisans’, Labovrers’ and General Dwellings Company. 
The object of the company, when first started, was the 
same as at the present time, namely to provide a large 
number of working class dwellings, at a rent equal only to 
a moderate interest on the original outlay ; thus checking 
the evils, moral and physical, of overcrowding. But the 
policy by means of which the company seek to achieve 


^ It is remarkable that Building Societies have obtained little de- 
velopment in Scotland or Ireland compared with England; for of this 
total of 581,681 members, only 6,503 belong to Scotland and 11,448 to 
Ireland. No satisfactory explanation has, we believe, been given of this 
striking difference between England and Scotland. There is also a great 
disparity in the number of members of Friendly Societies in the two 
countries. Part of the difference is probably due to the fact that the 
system of registration of Building and Friendly Societies is not so com- 
plete in Scotland as in England; but after making due allowance for this, 
it seems difficult to resist the conclusion that the thrift for which the 
Scotch are poverbial has not hitherto taken the form of inducing them 
to place their savings in these societies. 
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^is object, has been very considerably changed since 
|K88, the date of the last edition of this book. At first 
^^company desired to do all in their power to encourage 
UPp workmen to become the owners of the Incises in 
JBich they lived. In this respect the company re- 
Slmbled an ordinary building society. Large pieces of 
Itod, such as the Shaftesbury Park Estate, wen? acquired, 
and working class houses were erected, winch the It nants 
were encouraged to buy. It was found, however, that the 
migratory habits of town workmeii* put many difficulties 
in the way of what the company aimed at. In praclice a 
workman who had bought his hoxm\ often found that the 
necessity of living near his work forced him to migrate to 
another locality. Whether, under these circu instances, ho 
continued the owner of the house he had bought, or sold 
it, tlic company saw a considerable number of tlie houses 
they had built passing into the hands of middlemen, 
who frequently raised tin? r(3nt to the- actual occupier, 
and who, mon'over, were not in a position to bi^ good 
landloi’ds in th(3 sons(3 of Ixung able to lay out Irom time 
to time considerable sums in repairs and so forth. The 
aim of the company is to (‘onduet their bTisiness on a 
sound commercial basis; but its aim is far from being 
merely commercial. The shareholders voluntarily deny 
themselves a larger dividend than 5 per cent on the ('apital 
expended; any further sum which may.be (^ariu'.d they 
devote (uther to the cirection of fresh buildings or to the 
reduction of rents. It is therefore obvious that- the 
objects of the company are not achieved if the houses are 
allowed to pass into the hands of iniddlemen, who will 
probably have no other wish than to extract tlu^ utmost 
profit from their purchavse. These considerations have led 
the company in recent years to abandon the policy of 
endeavouring*to sell their houses to their tenants ; they 
have' ceased to be sellers and have become buyers, re- 
purchasing, as opponfcunity offers, the houses they sold in 
former years. They are now convinced that retaining 
possession of the houses is the best means of securing the 
objects at which the company aim. The company have 
already provided about 0,000 cottages, at weekly rents 
ranging from {)S. to II 5 . 6d!., on their three large estates in 
the immediate neighbourhood of London. Thciy also have 
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provincial estates at Birmingham and Salford, and they have 
erected large block buildings in the heart of London 
which will accommodate 500 families. Out of a total rental 
of 80,000/., irrecoverable arrears of rent only amounted in 
1886, to 145/. The only approach to the cooperative 
principle in the company s present working is that every 
encouragement is given to tenants to become shareholders. 
Partly with the view of facilitating this, the company 
afford Savings Bank facilities to their shareholders and 
tenants. Deposits of* 11. and upwards are received and 
interest at 8i per cent, per annum, is allowed. When the 
sum thus saved reaches a sufficient amount, its proprietor 
can if he likes become a shareholder in the company; 
thus, in a sense different from that originally intended, he 
may become the owner either wholly or in part of the 
house in which he lives \ The operations of such a 
company as this, if sufficiently extended, must in tiln(^ 
influence, in a direction favourable to the tenants, thci 
whole housing of the working classes in London: for if 
there, is a good supply of dwellings in various localities 
well provided with air, light, water and other sanitary 
conditions, at moderate rents, which are yet sufficient to 
pay a fair interest on the capital expended, other owiu^rs 
of house property will be obliged to improve the accommo- 
dation they offer or reduce their rents, unless they wish 
their houses to »’:*emain tenantless, or tenanted only by the; 
lowest class of the thriftless and the outcast.] 

We have now^ described some of the more important 
results of cooperation, and we have also indicated some of 
the probable phases of its future development. Anyone 
who considers what it has already effected, and what it is 
capable of doing in the future, must, we think, come to 
the conclusion that we may look with more confidence to 
cooperation than to any other economic agency to improve 
the industrial condition of the country. It cannot be too 
carefully borne in mind that those wbo have achieved the 
most striking success in cooperation have not been assist- 
ed by any extraneous aid. They have placed their chief 


^ See the Beport of the Annual Meeting of the Artisans’, Labourers’ 
and^C^eneral Dwellings Company, 1886 ; and Report and Balance-sheet, 



Cooperation. 


281 


reliance in union of effort, in prudence, and in self-denial. 
In striking contrast to this, we shall in the next chapter 
Hescribe various wjcialistic schemes, which, far from not 
[depending on any extmucous aid, are to bo carried out 
Ithrough the direct iiitorvoution of the State. 
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[ T has been pointed out in a previous chapter that the 
, most characteristic feature in the socialism of thi3 
present day is the reliance which it places on the inter- 
vention of the State. The most distinguished advocate of 
this new form of socialism was probably Lassalle ; botw:een 
him and the late Herr Schulze-Delitzsch there was for 
many years in Germany a keen and active contest. They 
respectively became the founders of two rival schools of 
social and industrial reformers, and there was in almost 
every respect the widest divergence in the ideas pro- 
pounded by each of these schools. Herr Schulze-Delitzsch 
gave, as we hav/) seen, a most important stimulus to the 
cooperative movement; and the guiding principle which 
influenced him was that the people were to rely for their 
improvement upon self-help. Lassalle, on the other hand, 
thought that what the people chiefly needed was a greater 
amount of aid from the State. The movement which h(3 
set on foot became embodied in the society known as the 
International, The International put forward various 
proposals, nearly all of which involve State intervention. 
The agency, however, on which the Internationalists, and 
the socialists generally of the present •day, place by far the 
greatest reliance is the scheme which is known as the 
nationalisation of the land and the other instruments of 
production. As this plan of nationalisation may be re- 
garded as the most important development of State social- 
ism, it will be desirable to consider it before describing other 
socialistic schemes the adoption of which would involve 
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pecuniary aid from the State. The subject of iiatioiialisa- ^ook n. 
ftioii of the land has, moreover, attracted special atf cution . . 

,in consequence of two books which have been published as advo- 
on the subject, the one by Mr Wallace\ the weH-known l^y 
naturalist, the other by an American writer, Mr Henry falelimt 
George ^ It has rare.ly happened that a book dealing MrOeonje 
with social and economic (|uestio»is has boon more widely 
read than Mr Georgxi’s work. Jt therefore bi'comes tlie 
more important carefully to examine the proposals tliere 
advocated. Although Mr George vvirites in a style which 
is often particularly attraxjtive, yet we have frequeiitly 
found it extremely difficult to arrivi* at the (‘xact character 
of his proposals. There seems, howevcT, little room for 
doubt that if his scheme were carried out, llui existing 
owners of land would obtain no compensation at all, or 
would receive as compensation an aniount which would be 
only eijuivalent to a small ])roporti()n of th(‘ pn/semt selling 
value of their property. Not/hing, in our opinion, (tan b(^ 
more unjust than for th(‘ State to take posstvssion of laiid 
without pa^dng th(‘ full market ])n(‘e to its owners. It is 
sometimes urged in defenc(‘ of such a course that the land 
originally lielonged to the ptH)])le, and that the St.ate had 
no right to alienate national yu’operty in ord(‘r to enricih a 
few favoured individuals. ]>ut the (juest-ion as to wluithor 
or not it was expedient to have so completely nffiiupiisluHl 
the rights which the State, as representing the nation, 
originally possessed in tin' land, appears to us to hav(^ no 
bearing upon the question of appropriating land at the 
present time without giving adecpiatc compensation to 
existing owners. Land has (hanged hands an indefinite 
number of times since the principle of private property in 
land was first recognised; and it would consccpieiitly be 
most indefensible if the State were to tak(3 j)ossessi()n, 
either wholly *or in part, of the land of the country. In 
describing the injustice and inexpediency of the suggested 
schemes of land natk)nalisation, it must not bo supposed 
that it would be desirable for the State to surrender its 
proprietary rights in the land in those countries where it 
still possesses them. In India, for example, almost the 

^ Land Nationalisation ^ its Necessity and its Awts, by Alfred Russel 
Wallace. 

® Progress and Povertyt by Henry George. 
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whole of the land is owned by the State ; the cultivator, 
instead of paying rent to a private landowner, pays it to 
the State in the form of a land tax ; the land revenue 
which is thus yielded amounts to about 22,000,000/. a 
year, and represents a sum nearly ecpiivalent to what is 
raised by all the imperial taxes that are imposed in India. 
As evidence of the fact that the cultivators would not be 
necessarily better oft' if the State had relincpiished its pro- 
prietary rights in the land, it may be mentioned that by 
the celebrated permanent settlement of Lord Cornwallis 
in 1708, over a considerable portion of Bengal the pro- 
prietary rights were transferred to the tax-collectors or 
zemindars for a fixed annual payment. The result has 
b('en that with the increase in wealth and population, the 
cultivators in the permanently settled districts pay, in the 
form of rent to the zemindars, three or four times as much 
as the zemindars pay to the (Jovemment. A large 
amount' of revenue has conse({uently been sacrificed for 
the benefit of a special class, whilst the cultivators’ posi- 
tion has been in no way improved ; but on the contrary, 
the injury whi(?h has been inflicted on them may in some 
degree be measured by the amount of the additional 
taxation which they have to bear, in conseciuence of a 
large amount of revenue having been needlessly sacrificed. 
If the permanent settlement in Bengal had never been 
effected, the additional revenue which would now be ob- 
tained from the land would be sufficient to enable the 
Government to repeal so burdensome an, impost as the 
duty on salt. 

The extent to which it is expedient for a Government to 
dispose of its proprietary rights in the land, suggests con- 
siderations of the utmost importance for many recently 
settled countries, such for instance as Australia. In that 
country vast tracts of land have been sold ty the Govern- 
ment, and when the amount received is used as ordinary 
revenue the enquiry is at once suggested whether it can be 
wise to adopt an arrangement which virtually allows 
capital to be devoted to income. We cannot help thinking 
that it is unadvisable for a State thus completely to divest 
itself of the proprietary rights it possesses in the land. 
Although we believe that too much importance can 
scarcely be attributed to the economic advantages which 
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result from associating the ownership with the cultivation j book ii. 
of the land, yet the industrial stimulus which ls given by v ^ 
the feeling of ownership would, we think, still continue in 
active operation if, in such a country as Australia, thi* 
Government, instead of completely relinquishing its rights 
in the soil, retained some share of the properly in the 
form of a land tax which, instead of being commuted as 
it has been in our own country for a fixed inoiu y payment, 
should be equal to some small proportion of the annual 
value of the land. If, for instance, in Australia the land had 
been sold with the condition that one-t(‘.nth or even one- 
twentieth of its annual value should be paid in the form of 
a land tax, no discouragement would have been offered 
to enterprise, and the revenue which might be yielded as 
the country advanced in popidation and \\(5alth would be 
a valuable national resourc*.e, which might b(‘ utilis(‘d in 
rendering unnecessary tin,* imposition of many taxes which 
will otherwise have to be im]>osed. 

It hjis been thought lu'cessary to make i hesi* rmnnrks in 
order to bring out with distinctness tlu^ viay diiferent 
issues which are involved in surrendering projnmjtaiy rights 
which arc still possessed by the State, or in ixisuming 
possession of those rights when, as in Enghind, tluy have 
been long since surrendered. In considering the proposals 
which are now being brought forward for nationalising the j 
land of Kiiglaiid, it will be desirable, in tlje lirst. place, to 
endeavour to describe some of the conseipienecs which 
would result if no compensation, or inadequate f*oirq)en.sa- 
tioii, were given to (jxistiug owners; and we shall then 
proceed to discuss the sidqect on the su}>}M)siti(ju that full 
compensation is given, the land being bought by the. State 
at its present market value. As a result of careful in- 
quiry, we have come to the conclusion that until the 
appearance of Mr George’s book, almost everyone in 
England who advocated nationalisation, even including 
the members of suefb a society as the International, nevcT 
entertained the idea that the land should be taken without 
full compensation. In England, perhaps mor(3 than in 
most countries, a respect for the rights of property is widely 
diffused ; and the fixet has certainly iiot been lost sight of 
many of the working classes, that if the policy of taking 
^nd without compensation were once embarked upon, it 
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is not only the property of the wealthy owner which would 
be confiscated; the small proprietor who by years of careful 
thrift and patient toil had acquired a plot of land, he too 
would be engulfed in this whirlpool of spoliation. It 
would be impossible to say where this wholesale appropria- 
tion would stop. The large landowner and the peasant 
proprietor would not be its only victims. If the State 
were to take without compensation all the land of the 
country, the workman who through the agency of a build- 
ing society is now able to call his house his own, would 
find himself dispossessed of the land on which it stands. 
If the nationalisation of the land without compensation is 
thus flagrantly unjust, it can, we think, be shown that 
nationalisation with compensation, though not so unjust, 
would prove incalculably mischievous in its consequences. 
In the opinion of a well-known statistician, Mr Robert 
Giffen, the annual rent of the agricultural land in this 
country is about GG,00O,O00i. Take this at 80 years’ pur- 
chase, and the amount of compensation recpiired for the 
agricultural land alone would bo 2,000,000,000/., or nearly 
three times the amount of the National Debt. And when 
the State had become the possessor of all the land, what- 
is going to be done with it ? What principles are to 
regulate the rents to be charged ? Who is to decide the 
particular plots of land that should be allotted to those 
who apply for them ? If the rent charged is to be deter- 
mined by the competition of the open market, in what 
respect would a cultivator be better off if he paid a 
competition rent to the State instead of to a private indi- 
vidual ? and if the market price is not to be charged, who 
is to bear the loss ? from what fund is the deficiency to be 
made good ? There is only one answer to this question ; it 
must be made good from the general taxation of the 
country; and increased taxation means still more taken 
from tne hard-won wages of the people. But the subject 
may further very properly be looked a»t from another point 
of view. If the Government owned the land and once 
began letting it on any other terms than those which 
regulate the transactions of ordinary commercial life, there 
would be opened indefinite opportunities for State patron- 
age and favouritism, and the demoralising corruption that 
would ensue would be more far-reaching and more baneful 
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an its consequences than even the pecuniary loss which the 
pcheme would involve. If land was to be allotted as a 
rnaatter of patronage, who would have the fertile plots and 
[who would be relegated to those barren soils which, under 
[the most favourable conditions, will scarcely pay for culti- 
' vation ? It would therefore appear that the natiouaiisation 
of the land would inevitably lead to this dileiniua: — if the 
land were let at less than its market price, not only would 
there be an unlimited field for State patronage with all 
its attendant corruption and denioraHsation, but the differ- 
ence between the amount at which the land would be let, 
and its letting value, if a comp(‘l.ition rent were c.harged, 
would involve an enormous annual di^ficit that would have 
to be made good at the expense of the general body of the 
tax-payers of the country. 

it is further to be remarked that tins d(‘ficit would 
by no means represent the, whole loss that would be 
involved, because it cannot he doubted that the raising of 
so larg(‘ a loan as 2,000,000,000/, which, as has be«‘u stabKl, 
is the estimated value of the .igri(!ultural laud, would c.on- 
siderably affect the credit of the State. The f lovtirnnuuit | 
would have to borrow upon hiss favoui‘able terms ; and 
the more unfavourable w(ire tln‘ terms, the grtjater would 
be the difference between the amount yielded by the land 
and the annual interest on the loan, consequently the 
greater would be the loss which the community would 
have to beai’. If in order to escape from this loss, and 
to provide a remedy against the difficulty of disiributing 
the land among the various a])plicaiits, it should be 
decided, instead of letting the land at what is termed a 
fair price, to offer it to be competed for in the open 
market, the rents that would then be paid would be rack- 
rents ; and in what better position would the cultivators 
be, if instead of paying a racjk-reiit to a private individual 
they paid at least as high a rent to the State ? Instead of 
the position of the cultivator being improved, he would, in 
numerous instances, be far worse off than he was before. A 
private owner can take account of many circumstances 
which it would be scarcely possible for the State to regard. 
It not imfrequently happens, for instance, under the pre- 
sent system, that the claims of an old tenant for con- 
iideration are not ignored, and there are many landowners 
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who would not think of displacing an old tenant, although 
it might very likely happen that if the land were put into 
the market a somewhat higher rent might be obtained. It 
cannot, we think, be too strongly insisted upon that, in 
order to provide a security against favouritism and patron- 
age, the State would have to administer its property 
according to strictly defined rules. If the State owned 
the land, rent would have to be levied with just the same 
rigour as an ordinary tax, and thus, so far as the cultivators 
are concerned, the res^alt of nationalisation would be that 
they would hold the land under a system of the most rigid 
rack-renting. 

It is sometimes contended that if the land were na- 
tionalised the disadvantages, to which reference has just 
been made, would be counterbalanced by the introduction 
of an improved system of land tenure. Thus, it is said, if 
the cultivator rented directly from the State, he would be 
protected against capricious eviction, and would be secured 
ade(piate compensation for any improvements that might 
bo effected in the land through his capital and skill. 
Nothing is farther from our intcnti(.)n than in any way to 
underrate the importance of the cultivator enjoying these 
advantages ; but it has been shown by the Irish Land Act 
of 1881, and by the Tenants’ Improvement Act 1883, that 
it is possible to confer these advantages on the cultivators 
without bringing into operation ail the evils which, as 
we believe, would result from nationalisation. The idea 
which forms the foundation of all these schemes of na- 
tionalisation is, that with the advance in the wealth and 
pc^pulation of the country the value of land constantly 
increases, and that the portion of the additional value 
which does not result from an application of capital and 
labour, but is the consei^uence of the general progress of the 
nation, is a property belonging rather to tne nation than 
to the individual, and might therefore be fairly appro- 
priated by the State, Practical effect was sought to be 
given to this idea in the proposal made by Mr J. S. Mill 
not long before his death, that the State should appro- 
priate what he termed the unearned increment in the 
value of land. But although this proposal with regard to 
the “unearned increment” of the land, sanctioned by his 
high authority, is deserving of most careful consideration, 
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b seems to us that it cau neither be defended on grounds 
)f justice nor expediency. If the State appropriated this 
inearned increment, would it not be bound to give eorn- 
jensation if laud becain(3 depreciated through no fault of 
ts owner, but in consequence of a change in the general 
iircumstances of the country ? Although there is perhaps 
10 reason to suppose thal> the recent depression in agricul- 
ture will be permanent, yet it cannot be denied that in 
many districts of England there' has b^cn a marked dc^cline 
in . the selling value of agricultural laftd within the last few 
years. If, therefore, the State in prosperous times appro- 
priates an increase in value, and if in adverse times the 
falling-off in value has -to be borne by tlui owner, land 
would at once have a disability attached to it which 
bedongs to no other property. If we purchase a house, a 
manufactory, or a ship, we take the jHirchase with its risks 
of loss and chances of gain ; and why with n^gard to laud, 
and to land alone, shoyld a purchaser have' all tlu) risks of 
loss and none of the chances of gain ? If tliirty ytiars ago 
100,000/. had been invest<‘(l in agricultural laml, and if at 
the same, time another 100,000/. had been invested in such 
first-class securities as railway, banking, insurance, water oi* 
gas shares, it can scarcely be doubted that if the latter 
investment had been made with ordinary judgment there 
would be, at the present time, a very much larger unearned 
increment of value upon the shares than •upon the land. 
The increase in the value of the shares would have taken 
placti quite independently of any effort or skill on the part 
of the owner, and therefore, it juay be asked, why should 
this unearned increment nmiain as private property, if the 
unearned increment in the value of land is to be appro- 
priated by the State ? 

We cannot help thinking that such proposals as those 
we have been considering, (dther to nationalise the land or 
to appropriate the unearned increment, would take us with 
regard to land refbrn» exactly in the opposite direction to 
that in which we ought to move. If we associate with the 
ownership of land any disability or disadvantage which 
does not belong to other kinds of property, a direct dis- 
couragement is offered to the investment of capital in the 
improvement of the soil ; whereas what above all things 
should be striven after, is to promote the free flow of 
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”• capital to agriculture.. At the present time, so great is the 
accumuljition of capital in this country, that it flows in 
foil {I broad and continuous stream towards almost every (piar- 
t<‘r of the world. This takes place at a time when the 
the productiveness of millions of .acres of land in this country 
ketaud might be incn^ased by improved cultivation. As the field 
Koi/rwl of labour on the land extended, wages 

tpitid wou 1(1 be increased, a stimulus would be given to the general 

(jrtcui- industry of the country, and the (3xtra f(j(xl which would be 
yi(‘lded would bring •additmnal comfort to every humble 
hom(;. 

Ft therefore a]>pears to us, as previously stated, that 
the chi(‘f (uid to be sought in the reform of land tenure if= 
t,o fre(^ the land from all restrictions which limit th(j 
amount of kiTid. which is brought into the market. The 
(existing laws of primogeniture, settleimmt, and entail, 
combined with a costly systiun of conveyancing, impede 
the transfer of land, and thus lessen the opportuniti(iS ol 
associating the owm^rship with the cultivation of tht‘, soil. 
Such an association would, in our opinion, not only ohci 
the best security for efficient agriculture, but wcnild in 
various other ways be highly^^ advantageous to the entire 
community. Home idea may be formed of the advantage 
whi^jh may result from uniting the owm^rship with the 
(adtivati^n of the soil, if we consider how little chance 
there would Iw of mamdactindng industry in our cimntry 
sur‘C(.‘ssfully (Uicountoring the close competition with which 
it has now to contend, if in Kngland manuhictories gene- 
rally had t(3 be rented, whereas in other countries they 
wen? owned by the manufacturers. It can be at once seen 
at what a disadvantage English manufacturers would b<; 
placed, if every time they wishmci^jlo introduce new ma- 
chinery or to carry out other iflIprbVomeqts, they had t( 
calculate whether or not a portion of the resulting profit 
would not be taken away from them in the form of iii- 
(Teased rent. Legislation may givi? the tenant an im- 
portant security for his improvements, but we believe il 
will be found tliat in all industry no legislation can give 
the same security as that which is obtained when a man 
feels that he is applying his capital and labour to increase 
the value of his own property. 

Th(‘ next scheme of State socialism to which it will bt 
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desirable to direct attention is the construction of railways, 
canals, and other public works from funds supplied by the 
CroverMinont. Although a diunand has sometimes been [)nt 
forward that public works should bti undertake;!! at the 
public expense, yet the system has hitln^rto in this (country 
only becui carried out to a very limited exteait. Und(;r 
(certain conditkajs (h)V(;rnment loans are ad van ere | to T»nini- 
cipalities and other public bodit‘.s. The P!d>lie Works 
Loan Commissioners, through whom these loans are made, 
only !nak(; an advance upon jideejuate se^curity, such as the 
rates. In India, the (hjvernmtait regularly speaids large; 
sums of money on public works ; but the; motive which 
pre)mpts this expeaiditure is not to firnl work for the Lmem> 
ple^yed, but it is suppos(;d that the mass of the‘ Indian 
peM')pl(; not havii!g obtaine;el the same se)ci}d advancMonent 
as those; by whom they are goverimd, it is r(‘(piisit(‘ to (con- 
struct for the MU railways, canals, roads and otlua* works 
which would Tiot be.; (.carried out through the ])rivaJ(; (‘ut.er- 
priseof the people themsel v(;s. Although cenisidean, lions su<;h 
as the;se may justify' the Gove;rnnient in e;xt(‘iuling public 
works in India, yet expecrience has shown that eween in hidia 
the greatest care and watedifulness are reejuire'd to prevent 
very secrious evils arising. It has ofteai happeuHsI that th(‘ 
construction of public works in India has involve ‘d th^ Co- [ iu hulin, 
V(;rmnent of that country in veuy grave finaneaiil diffiend- | 
ti(;s. When tlie; return upon the works is^iot suflie;ient to 
pay the; intere;st on the; loans raise ;d for their construction, 
the; detieat has to be made goexl by an increase in ge;ne!’al 
taxation ; and in a (country sueh as India, whe;re; th(‘ mass 
e)f the ])ee)ple are e;xtTem(‘ly poor and wluTe; th(‘ i(;source;s 
(.)f taxation are very limited, it is almost impossible; to 
e;xaggerate the harm that may be done, if it be;(;omes ne‘- 
ce'ssary to rese^i^t to increased taxation. 

In F ranee the construction of [uiblic works by the; Go- 
vernment has been undertaken tre)m motives altoge;the‘i’ 
difler(;nt from those ^hich pre;vail in India. Idle primary 
object in France is to give additional (;mployment to the i}i*Frava\ 
labouring classes. It cannot be for a moAent su])poseil 
that any remunerative public work would not be supplied 
through private enterprise and private capital. In no 
country, probably, is there a more ge;n(.;ral diffusion and 
greater accumulation of wealth than in France, and the 
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(enormous sums which arc forthcoming whenever a new 
loan has to be raised show that it is scarcely possible to 
[)la(*.e any assignable limits to the amount of caj^ital which 
th(i French jKujple are willitig to siipj^ly whenever they 
(consider that an opportunity is offered of a safe and ])rofit- 
nbhi investment. Jf therefore any particular public work is 
not coiistruei.ed in Fi*anc() through jnivatci enterprise, it can 
be fairly concluded that in tin; judgment of the Fr(;nch 
p(M>plo it does not afford a reasonable; pros])ect of profit. As 
all experience shows tliat an industrial work carried out by a 
Gov<‘rnment is not likely to lead to greater economy than 
if it is constructed through private agency, a work which 
is riot carried out by private enterprise because it is 
unremunerative will in all probability be still more un- 
n;muiiorative if it is undertake;!! by the; Government. We 
are; thus again bremght face to face with the same diffiemlty 
which had te) be nmt wheni e;onside‘ring the‘ schemes for the 
nation ahsati on eff* the lanel, and we have to ask on whom 
woidel fall the loss whie;h would re'sult? To such an 
inepiiry only eaie; answer can be given: the State, as we 
have e)ft(;n had oceuxsiem to remai'k, far froni having any 
gre'at store of wealth fre)in which draughts (;an be; frec;Iy 
maele without any one; be;ing the pexjrer, has te) e)btain 
every shilling it e.;x])oneIs frenn f axatie)n. It e;anne)t morc- 
ove;r be too constantly borne in mind that jill taxation 
take;s from thef poe;ke;ts eif the people; a gre;at deal me)re 
than it yie;]els to the' State;. It is probably a moelerate; 
estimate to assume:', when account is taken of the e;xp(;nses 
of collection and e)f the hinelrance (e) traele itivolved in 
t axation, that if the carrying out of a public we)rks policy 
lex! to a defient of *5, 000,000/., the real lexss to the community 
wen lid ne.)t bo less than 0,000,000/. 

There; is aneither consideration which [lomands most 
serious attention. The expenditure by the State of large 
sums upon ])ublic weirks disturbs the natural fleiw of 
labeiur. Gr(;at masse;s eif we^rkmei? are aggregated in 
[larticuhir districts, anel when expenditure begins to slacke;n 
they arc naturally eager for freish employment, and the 
(jiovermnent, in order te> appease political discontent, may 
not improliably be forced to commit itself to still further 
outlay. As an instnu;tiv(; warning of the straits to which 
i.w. I’f inte’^^res with the 
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natural development of trade, it may be mi^ntioncd that 
in the Spring of 1883 there was much distress amongst the 
workmen of Paris ; many of them had been attracted from 
the country districts by tempting olfers of iMnploynuuit 
which were made during the time wlieii public works oti ii 
largo scale were carried out in Paris. 31ie demand for 
work became so ])ei*sistent tliat it was seriously proposed to 
order new furniture for all the Clovcrnment olfic.es in Paris, 
n(3t because it was wanted, but in ordcT that (^mploymc^nt 
might be found for tlie distressed* cabimd -makers. It 
would be scarcely more unreasonable to engage* some one 
to break all the lamp-posts with tlu^ vl».‘W giving work to 
those who would replace them. 

Considerations similar to tho.se lo which reference has 
just been made, a 2 )ply to all the schunes that are fro]n 
titne to time brought forward lor c,anying out various 
industrial undertakings by State funds iust(‘ad of by 
private enti'rprise. Thus it has often lu'eu advocated in 
the programme of mod(ini Socialists that co-operative in- 
stitutions should be aided by capital a.dvanec‘d by the 
State. Whilst t)lacing the highest value upon tin* (ex- 
tension of co-o])eiation, we believe that, no men*, fatal in- 
jury could be iullicted upon tlu' movement than that the 
foumh^rs of C()-operativ(3 institutions should be accustomed 
to rely, not upon their own efforts but upon States h(‘-l[). It 
is })articularly worthy of nan ark that of tU* many French 
co-operative institutions which received assistance* from tlui 
State at the time of the revolution of IStS, not one ob- 
tained any pei'inanent success. It is not di then It. to ex- 
plain their failure. Every trade is certain sonietimes to 
have to contend with the njversesof bad times ; the surest 
way of triumphing ovau’ these ditliculties is to exeicise 
patience, care, and ))ers(iverance ; and nothing is so likely 
to lead to faifure as if encouragement is givmi to a re- 
laxation of elfort by the feeling that if fresh funds an* 
i'e([uired recourse cam be had to the cotfers of the Stotc*. 
If the credit of any commercial undertaking is good, there 
is no difficulty in its obtaining an advance of capital from 
bankers and others, whose special business it is to secure a 
profitable investment for the large sums placed at their 
disposal. If the State makes loans in cases where they 
cannot be obtained from ordinary commercial sources, it is 
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clear that, in tho jndgmont of those best (jualitied to form 
an opinion, the State is running a risk of loss which may 
necessitate increased taxation. 

Although in England very little support has been given 
to proposals to assist co-opia-ative institutions by State 
loans, yet within the last few yt‘ars other schemes, which 
we believe may produce conse(piences very similar to 
those just described, hav^e received inuch public favour. 
In Ireland three-fourths of the purchase money is ad- 
vanced by the State to enable small farnuTS to purchase 
the land they eultivat(^, and it is evident that an effort 
will be mad(^ to (^xUmd tlui systerii to England and to Scot- 
land. If the plan is simply considered in its financial 
asjxcts, it is iit once evident that ])ublic funds are used in 
a mantuir that may h'ad to a loss which will have to 
be borne by the general body of taxpayer’s. For if the 
public moncjy which is advanced could be regarded as a 
safe investment, there would, as pixwiously remarkc^d, be 
no lu^cessity to have recourse to State assistance. It, moixj- 
over, the aid of the State can be evoked to enabh' small 
faniuTS to become tln^ owners of tbe land th(;y cultivate, it 
can hardly be doubted that gradually the system ol* State 
assistance will have to be exUmded. The workitien in the 
towns would not unnaturally think that they should share 
th(‘ advantages of State help; and they might urge that they 
should receive some, assistance to (Uiable them to become 
the owners of the houses in which they live. Such de- 
mands would be most ])()werlully stimulated if it became 
necessary to impose additional taxation in consecjueiice of 
losscis that might accrue on advances made by thi‘. State ; 
because a feeling would inevitably arise tliat if the com- 
munity were fined for the sake of providing advantages for 
a special class, these advantages should be shared by all 
who had to bear the burden. We fear, liowevcir, that the 
linancial loss may be by no means the most serious evil 
resulting from a large extension of Jjhe }>lan of creating 
small properties in land by means of Government loans. 
It is at any rate deserving of most careful consideration 
whether similar results will not follow the scheme of 
creating peasant properties by State help to those which 
have been produced by the attempt in a similar manner 
to foster co-operative institutions. If some hundreds of 
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thousands of small farmers we>ro debtors to the Stale, it 
might not improbably hapjieu that, in a j^eriod of agri- 
cultural depression, they would not encounter th<ar dilli- 
cultics by increjised energy and (‘iiterprise, but would b(‘ 
encouraged to seek a remedy in the tortuous courses ol 
political agitation. The State would be represented as a, 
hard taskmaster, mercilessly exacting tin* uttermost lar- 
tliing from the suffering and the im[)overislu‘d ; and poll 
tical support might be given to those who would most, 
deeply pledge themselves to secure.a ])artial riMiiission ol 
the debts that liad Ixicn incurred. 

It seems probable* that tlu^ scheuno of State. Socialism 
which in England, during the m^xt few years, is likely to 
assume most importance is the erection of improved dwedh 
ings for the poor by funds supplied either from imperial 
or local taxation. It is almost impossible to overslate tin* 
evils which result from the ovc'rcruwding of a large ])ortioii 
of the population in wretched and unlmalthy dwellings. 
As stated by Mr Bright in his rectorial ad<lr(‘ss at (llasgow 
(March, 188^1), it appears that ev('n in I hat wealthy city 
no less than forty-one out of (‘very hundrtHl famirn's livi* 
in a single room, and that biwond tlu'.se forty-one, ihirty- 
seven families out of ev<;ry hundred liv<' in two rooms’. 
In view of such a state of things, no effort should b( 
spannl to bring into operation every agiuay which is 
calculated to improve tlie dw<dlings of the poor. Ad- 
mitting that there can be no difierenc(5 of opinion as to 
the desirability of tlu3 object to be attained, the* (pu'.stion 
is at once suggested whi^ther this object is likely to hr 
promoted by erecting dwellings at the ])ublic (‘xpenst*. 
There is a wide distiiu^tion to be drawn between the 
interference of th(3 Htate on sanitary grounds, and its 
interferences with th(3 object of sujiplying houses on num* 
favourable tct’ins than tliose on which tiny can b(‘ pro 
vided by private agency. There are strong grounds for 
concluding that it ^s expedient for the StaU^ to interpose, 
both with the object of preventing unh(*althy houses Ixdng 

^ The deplorable state of things disclosed by tlu?se ligurcs is probably 
in large meaHure due to the fact previously stated (sec note p. ‘27S) that 
the Scotch, compared with the English, have hitherto made scarcely any 
effort to provide themselves with better houses through the agency ol 
Building Societies. 
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built, and in prohibiting houses continuing in so bad a 
sanitary condition that they not only are dangerous to 
their inmates, but may become centres of disease to the 
neighbourhood. It can, however, be easily shown that 
immediately the State steps beyond these limits of in- 
terference, and attempts to control the rents that are 
charged by building houses through ])ublic funds, endless 
difficulties are at once suggestiid. If the rent asked 
for houses built by the State or by a municipality is not 
sufficient to pay the interest on the money expended in 
building them, the deficiency must be made good tiither 
by an increase in imj)erial or local taxation. Additional 
imperial taxation must in part ultimately be paid by the 
poor, and without discussing here the intricate question of 
the incidence of local rates, it is sufficient to say that rates 
aix'^ in a large part paid by the occupiers of houses. If, 
therefore, it became necessary, as the result of a muni- 
cipality entering into building operations, to increase rates, 
the inevitable result must be that those who were for- 
tunate enough to be selected as tenants by the munici- 
pality would be virtually shifting a portion of the rent 
which they would otherwise have to pay, from themselves 
upon the rest of the inhabitants. Not only would this be 
manifestly unjust, but the very evil which it was sought to 
cure would in many instances be aggravated. A workman 
can only afford ^ to spend a certain portion of his wages 
upon house-rent ; suppose tlie amount spent by one who is 
earning 30.s‘. a week is, for rent and rates combined, (m*., 
the rent being 46\ Grf. and the rates l6*. Gd If his rates 
are increased by Gd a week, the amount then remaining to 
him to spend ijj rent is reduced from Gd to 4^. a 
week, and the accommodation which he will ultimately 
obtain will be proportionately diminished. 

Inhere is yet another difficulty to be consWered. What 
process of selection is to be adopted by the municipal 
authorities, in deciding who should J)c the favoured in- 
dividuals to enjoy the advantage of living partly at the 
public expense, in houses with rents artificially reduced ? 
It is obvious that poverty cannot be made the controlling 
principle of selection ; because, if this were done, a direct 
and powerful inducement would be held out to impro- 
vidence. Nothing could be more disastrous than to make 
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the industrious poor feel that they were taxed in order to 
provide those who were impoverished by intemperance' 
or improvidence with better and cheaper houses than 
they could themselves obtain. If no princi])le of selection 
were adopted, and if the houses built by the State or 
by the municipality were let at tlie hig"h('.st nmt they 
would fetch, is there any reason to su])pose tliat a State 
or a municipality would, in such a trade as house buikh 
ing, be able successfully to compete with private enter- 
prise ? This being the cast^, the re^sult. would be that 
although those who lived in the houses Iniilt by public 
funds would be paying competition rents, yet in all pro- 
bability these rents would not be sudicient to return the? 
interest on the outlay and the exptuises of management, 
and the deficit would have to be made good (dtlier by add- 
ing to taxation or by an increase in rates. 

Probably, however, the most mischievous oonse(|ueuce 
that would result from the State or a municipality umler- 
taking to supply houses, is the effect it would have in dis- 
couraging the efforts which the working classc'.s are now 
making to provide themselves with houses. There is no 
fact connected with thi^ social condition of the p(M>]>le 
more hopeful than the remarkable development of build- 
ing societies in recent years. It is estimaled, as ])revi()usly 
stated, that at the present time these societies have no 
less than 581,000 members, all of whom ^ by tin; setting 
aside of small savings, have either bi*come, or are in 
process of becoming, the owners of the houses in which 
they dwell. There is, we believe, no sun'r way of drying 
up this great stream of self-help and self-rcdianc(? tlian to 
teach the working classes that they should look, not so 
much to their own efforts, but to the State or to the mu- 
nicipality to provide them with the house accommodation 
they may neefl. 

The next scheme of State socialism to which it is 
desirable to direct jitteiition is the proposal, which has 
been sanctioned by the high authority of Princ(' Bismantk, 
to create a fund, obtained from a special tax levied upon 
employers, for the purpose of providing pensions and sick 
allowances for workmen who are partially or wholly dis- 
abled in conse(}uence of accidents occurring in the course 
of their work. It has been sometimes suggested that the 
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scheme is a natural outgrowth of that system of militarism 
which has assumed its highest development in Germany, 
and that so s(iver(‘. a strain has been imposed upon the 
industrial clas.<es by compulsory military service that it 
is necessary to resort to excciptional measures to relieve 
it. It would, however, be foreign to our purpose in this 
place to consider the scheme in other than its economic 
aspects. With the object of clearly explaining the economic 
results which may be produced, it will be desirable to 
assume that the seluune is carrhid out in the simplest 
possible manner, and that the moiuiy required to give 
effect to the propo.sal is in part obtained by a spiicial tax 
levied upon the profits of the employers. It will be 
necessary, in the iirst plac.e, to consider what will be the 
effect of this tax, not only upon tlu^ employers, but also 
mion the rest of the community. Three questions are at 
once suggest(jd : 

(1) Will the tax be really ])aid by the employers ? 

(2) -Will the employers be able to compensate them- 
selves by a rise in the [nice of commodities, and thus shift 
the bunhm upon tlie geiu‘ral body ol' consumers ? 

(8) Will the employers be able, in conseijuence of the 
tax, to rediKje wages and thus cause the tax to be really 
paid by the workmen ? 

We believe, from the answers to ]>e given to these throe 
([uostions, it will be clearly shown that the tax will 
ultimately have to be borne w^liolly or in large part by the 
workmen. Sii[)po.se that the tax, in the first instance, is 
jiaid by the employtT, and that his profits are conseipiently 
proportionately de(T(;ased. This diminution in prohts will 
render it less desirable to embark capital in the industry of 
the country; because if capital were employed in some other 
way, such as the purchase of Government loans, or if it were 
exported for inve.stnuMit abroad, the ])ayintnt of the; tax 
would be avoided. This lessening of the inducement to 
apply capital to home industry could^have no otlier result 
than to diminish the demand for labour; wages woidd 
consequently declim^ and the tax, though paid by the 
employers, would really, in large part, be contributed by 
the labourers. 

It can be easily shown that very serious results might 
ensue if the employers attempted to compensate them- 
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selves fur the loss intlicted by the tax, by a rise in the 
price of com modi ties. In (^vi^ry country there is, in the 
great majority of industries, a keen and closely contested 
competition between the home and the foreign ])ro- 
ducer; if the j)rice of home })roducts is artificially rnised, 
the inevitable result will be at once to place home trade at i 
a disadvantage ; business will beconui loss acl.ive, profits 
and wages will both decliiu*, and it may very possibly 
happen that the loss aliktj to employers and (‘inployiHl 
will be consid(‘rably gri'ater than th<3 amount, ol* the tax. 
Even it thenj were not the compc‘tition just supposed, 
and if it W(Te possibhi to maintain a rise in jiric^cis suibcimit 
to compensate the einploycT for th(‘ tax, the laboun'rs, 
being by far the most numerous class in the community, 
would, by having to pay an extra price foi- commodities, be 
just as certainly taxed as if the larger part of thii tax 
were in tlu^ tirst instance levital from tJiem. The same 
result would, of (jourse, take phu^e, if, as a c(»ns(‘(pienc(i oF 
imposing tlui tax u[)on <ho employed’, he, in iirdm* to ])laee 
himsidf on an eipiality witli his fonngn com]>etitors, re- 
duced wag(is. 

Wo, theixifoni, arrive* at the ceuiclusion thal, no course can 
be suggesUul which will prevent, the tax, eit lna* wliolly or 
in large part, being paid by tlu* labourers; and tlun'etore' 
the effe^ct of the scheme will be th«' same* as if tlu* 
labourers were directly taxed with the ojiject e>f fe>rming 
an insurance and annuity fund for tlu'ir l)e*iu*lit. Anuingst 
many objectieujs that may be urged te> such a ]>lan of ceim- 
puLsory thrift, it may be mentioned that it weiuld be 
impossible for t.he Government te) obtain nuiiuy' feu’ an 
insurance fund eithe^r frenn tluise who are unemployed, or 
from those who only earn wages just sutiicient to ])rovidc* 
themselves with the m^cessaries of life. Tln^ certain result 
of the GoverTmuiiit making such an attc'inpt would he to 
arouse a bitter feeling of resentment. Many forms ol 
providence, such a.'i insurance and making provision foi* 
old age, and sic-kness, which are now i-upidly spreading, 
would become unpopular; and we believe it would be* 
found that not only would a Government. ho})elessly fail 
to introduce a system of compulsory thrift, but that the 
reaction that would result from the attempt would lead to 
there being far less thrift amongst the labouring classes 
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than if it had never been sought to force it upon the 
people \ 

Although a GoverriTncnt may by unwise interference 
rnatei’ially retard social and econoiiiic movements which 
are calculated greatly to improve the condition of the 
peoiole, yet we think that a Government may exert a very 
beneficial inliuence in making available various agencies 
that will render the practice of providence more easy. 
Unmixed good has, f(>r instance, resultcHl from the intro- 
duction of savings banks, which are now so rapidly spi’ead- 
ing in our own and other countries ; and it may be confi- 
dently aTitici})ated that the people are morii likely to make a 
prudent provision for the future, if they fe(5l that they can 
enjoy the security of th(.‘ State, and that years of thrift 
will not be lost to tluun by intrusting their savings to 
insolvent societies. It is, however, of tlie first importance 
that any scheme which is supportc^d by the Stat.e should 
be conducted on sound commercial principles, and should 


1 [Prince Bismarck’s plan for the compulsory inwuniricc of workmen in 
case of accidents came into operation in ISSf). In case of total disahlo- 
ment the men rcjccivc a sum ecpial to two-tliirds of tlndr fornn)r average 
wages; in case of jjartial clisablcmcnt they receive half th(‘ir former wages 
for 13 weeks, and after that a smaller i)ropovtion. in case of doatli, an 
allowance is made to the widow and childn'n, not exceeding two-tliirds of 
the average wages earned by tlie victim of tlie accident. To meet tliis 
liability, the employers in dilTercnt trades have formed accident insurance 
associations called “*^BerufsgeiK>ssenschaften”; the risk naturally varies in 
different employments ; it is found, for instance, that in the trade of iron- 
founders a payment to tlie Berafsgenosseiischaften of 0-43 per cent., on 
the annual sum paid in wages, is sullicient to cover the risk. Employers 
of labour in (lermauy, whom I have con.sulted on the subject, make no 
complaint as to the sum of money which they liave been called upon to 
pay; a firm which is paying, for instance, 15,000/. u year in wages is not 
seriou.sly alfected one way or another by paying 0.5/. a yeai* to tlic Bernfs- 
genossenschafteii. All tlie higher class of employers would have ])ro- 
vided for workmen injured in tlieir .service, without liaving been compclkid 
to do so by law. The advantages of the scheme arci (1) 'that it makes the 
lower class of employers recognise the claims of their workmen in this 
respect; (2) the absolute certainty which it gives to the workman; and 
(3) the check which it will give to preventable a ‘.cidents. The disadvan- 
tages of the scheme, from tlic employers’ point of view, arc the red tapt; 
with which it is worked by the Clerman Government, and the conseciuent 
amount of elaborate book-keeping involved. The extra labour necessitated 
in keeping the books, in the manner laid down by the regulations, is esti- 
mated, by my informant, in his own business, as equal to half a clerk’s 
time. It is obvious that this very considerably adds to the cost of the 
scheme, and that this cost is sure, ultimately, in the manner indicated 
in the text, to come upon the labourers.] 
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bo entirely self-supporting. Thus the savings banks 
which are administered through the Post-office, far from 
throwing any charge upon the general tax})ayers of the 
country, yield a profit which is sufficient to secure the 
State against any risk of loss. If this principle werc^ 
once departed from, nothing but mischief would result. If, 
for (example, in order to promote thrift, the State allowecl 
a highi'-r rate of intt^rcst on savings bank deposits than it 
could afford to pay, the general community would be taxed 
for the bemffit of a special class, and* rival polil-ical parties, 
promptc‘(l by a desire to gain popularity, r» light, having 
once departed from the path of* sound finance, bid against 
each other by offering a still higher rate of interest, and 
thus an increasing burden would be thrown upon the com- 
munity. 

In thus directing allention to the* miserhief which is 
likely to result from bringing info opi'.ration various 
schemes of State Socialism, W(‘ think it ought not to be* 
conclnded that an institution must necessarily be con- 
dmuned because it< may havi,* associated with it some of thi‘ 
charactiTistics of socialism. As an (‘xample if/ may 
mentioned that Poor Law system is undoubtedly based 
upon socialism, because it confers up^m every destitute 
person a legal right to be maintained at- the ] public ex- 
]K^nse. It would not, however, be safe f.o conclude thjir 
th(‘. poor law ought to be abolished becausii (d* the socialism 
which attaches to th(^ sysUmi. Such a (piestion ought to 
b(; dc^terinined by a careful b.alancing of advantages and 
disadvantages ; and we believe that when f.his is done f-lu' 
conclusion will be that the abolition of the poor law, from 
the stimulus which would be given to all the evils asso- 
ciated with indiscriminate charity, would produce conse- 
(picnces which would be far more serious than any mis- 
chief which results from a poor law system when carefully 
and properly administered. Experience, Innvever, has 
abundantly shown fihat a Government, in entering so far 
upon the path of socialism as to guarantee maintenance 
to all destitute applicants, incurs a responsibility so grave 
that, if it is not safeguarded with the utmost caution, it 
may bring the most serious dangers upon the community. 
Before the introduction of the new poor law in 1834, for 
instance., loaupcrism was so much encouraged by the care- 
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lessness atid laxity of administration which had previously 
prevailed, that English industry seemed likely to be perma- 
nently erip])led by tin*, burdens imposed upon it. If great 
watch fullness is not exercised in cheeking out-door relief, 
similar (ivils may again occur; poverty and suffering natur- 
ally evok(i so much sympathy that a demand for a more 
liberal administration of ])oor relief may (easily be cn^ited. 

Proposals are also iVcMjuently brought forward to widen 
the api^lication of thc‘ ])rinciple involved in poor law relicif. 
Thus there are many who urge that as some of the poor 
find it difficult to pa}^ for the education of their chiklren, 
free education should be given at the public expense to all 
who choose to avail thtunselves of it. Amongst the pleas 
that arc urged in favour of this proposal, it is said that as 
the money which free education would rc(piire would be 
c-ontributed by the taxpayi'.rs and ratepayiirs of the coun- 
try, parents would still pay for the education of their 
childnm, although in an indirect way. Precisely tluj sanuj 
argument would justify such an extension of the priisent 
poor law system as would cause maintenance at the public 
expense not to be confined, as it now is, to the destituU^; 
the right of enjoying it might also be conferred upon all 
who chose to avail themselves of it. It is also sometimes 
argiKHl that a systcmi of compulsory education has benm 
introduced because it is in the interest of the Static that 
th(‘ communityo should be properly liducatcid, and that 
tlu'n'fore, as th(^ arrangement is carried out in the interests 
of tlie State, it is only fair that the State should bear the 
(ixpmise. But if this principle is accepted the responsibili- 
ties of the State might be indefinitely increased. It is 
1-0 the national advantage that the pc'ople should be wid! 
fed, well clothiKl and well housed ; therefore it might bc‘ 
proposed that the feeding, clothing and housing of thi‘ 
people should be \mderttiken by the State. It is, morc?- 
over, to be rmnarked that the chief justification for the 
interference between parent and chi hi, ^involved in compul- 
sory education, is to be sought in the fiict that parents who 
incur the responsibility of bringing children into the world 
ought to provide them with education, and that if this 
duty is neglected the State interposcis as the protector of 
the child. It, no doubt, may be said that a very large part 
“ TooBular education is now defrayed by 
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grants obtained either from imperial or local taxation, and 
that as, consecpiently, so grea.t an advaiujc has been made 
towards free edneation, no harm could result from its com- 
plete introduction. In our opinion, liowever, great care 
ought to be taken to pres(*rve some recogtiition of th(^ 
individual responsibility which every ])ar(*nt owes to his 
children in rcifeniuco to cducati(»n, and instead of enlln^ly 
sweeping away this responsibility, thii ])(^()p1(' should be 
rather encouraged to regard th(^ prc'sent system only as a 
temporary arrangement., and that ns tlu^y advance, tlu* 
portion of the charge for the educjition of tlu'ir childrcMi 
which can now be shifted upon others should, instend of 
btiing increased, be gradually diminislud. 

In bringing these nunarks to a conchision, we cannot 
hel]» thinking that for some y<*ars to come many of the 
scheuK^s whi(*h havc^ ])(M'n h(‘r(‘ (‘onsidtTcd may in various 
forms (mgag(‘ a larger shart^ of })ublic, atl-ention. In (m- 
deavouring to ex])lain som<' of t.ln* rous(*(jiienc(‘s vvhuth 
their ado]nion would involv(\ W(‘ should gin^atly regret to 
do any injustice to the* motive's of thost' by whom lin y hyo 
advocated. Mis(^hi(Wous as we, believe many of t.h(‘se 
sclnnm^s would ])rovc‘ to b(', the great majority of thosi' by 
whom th(^y are advocated are undoublodly p?’om|)ted by 
no otlu^r (h^sin^ than to promote social, moral and mat(‘i‘ial 
advanc(un(;nt. The conclusion, above all otlua’s which w<‘ 
desire to caiforce, is that any schem(‘, howc'Vi r well intc^n- 
tioned it may be, will ind(‘finit(*ly increas(^ (‘veay (‘vil it 
seeks to alh'viate, if it h'sscms individual r(‘sponsi]>ility by 
encouraging the, pe,o])lt^ to rely less u])on I h(‘nis(‘lves and 
more upon the State. 
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I T has been already remarked, that when land is cidti- 
vated by a peasant proprietor, the entire produce 
bi'.longs to him, because he provides the land, labour and 
capital ; but this ownership of land, labour and capital, 
by the same individual, is also characteristic of slave 
cultivation, for if a farmer owns slaves, they are as much 
a part of his capital as the horses which plough his ground. 
When land is cultivated entirely by slaves, no portion of the 
produce is allotted to the labourers in the form of wages ; 
slaves are not permitted to possess property, and they are 
therefore never paid wages ; they of course have to be fed, 
and so have the horses which till the ground. Slaves 
therefore should not be r(3gardcd as labourers receiving 
wages, since they are as much a portion of the cultivator’s 
capital as any kind of stock or implements which he may 
possess. Consequently, in slave cidtivation, the produce 
of the land has not to be distributed between rent, profits, 
and wages ; but simply between rent and profits. 

A discussion on the moral effects of slavery does not 
properly belong to Political Economy ; for this science only 
undertakes to investigate the phenomena SVhich concern 
wealth. No unimportant service, however, will be rendered 

1 TJie American civil war was at its height when this chapter was 
written. Many of the remarks contained in it are consequently not per- 
tinent to the present time. It is, however, perhaps advisable not to omit 
the chapter. It is still useful to be reminded of the true issue of that 
great struggle. This chapter, moreover, is chiefly based upon the specu- 
lations of the late Professor Cairncs, which afford a striking example of 
the skill with which the principles of economic science can be applied, to 
render intelligible the real character of a grpat political question. 
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to every philanthropist, and to every lover ol* freedom, if n. 

the principles of Political Economy demoiistrat (3 that slave 
labour is inetheient and uneconomical, and that it ulti- 
mately diminishes the productiveness of tlu‘. soil. If thes(j 
facts can be established, slavery must ultimati^ly work its 
own destruction, provided that the ar(‘a oveT which it is 
piirmittiMl to extciiid can be restricted. 

The economic aspects of slavery were m'vcu’ diseuss(‘d DnWts 
in so clear and masterly a manner as in a woik by Pro- <\f 
lessor Cairnes, on ‘The 81ave Powm\’ The writin* has 
most aptly said, that the labour of the slave has tlu' three 
following d(^f(icts: — ‘it is given r(‘lu(*I,antly ; it is unskil- 
ful; it is wanting in versatility.’ W'v will, tlnu'efon', in 
the first place, explain the cause's whi(*h produce, and the 
consecpunices which ix'snlt from, each of these defects. 

No one can doubt that slav(^ labour must be givcm re- It is nirm 
luctantly. Th(i only object, which th<' slave can havt', is fyinctant- 
to do no more woi’k than is suflicie'nt to pre vent corporal 
or some other kind of })unishm(‘.nt Ixang intlictixl u[)on 
him ; the slave has no more interest in tin? prosp(nity ol 
the industry in which h<'. is (‘inploycHl than tin* men* 
beast of burden, for, wh(*th(‘r t.he crops are good or bad, 
he must be fed. An abh'-bodied slave* (‘on Id lx* sold in 
America for 250Z., and therefore the self-interi'st of tin* 
slave-owners always provided a guarantee that the phy- 
sical comf(.)rts of a slave were not so much^ieglected as to 
endanger his health. No farmer, if he wei c? in his pro])er 
s(?nses, would ever permit a valuables horse to suffi'i*, citln?r 
from ill-treatnu*nt or from want of food, for if he could 
not afford to keep tin* horse properly, it would of course 
be bett(ir for him at once to sell it, A slave, tlu*refore, 
has no motive to exert himself, f(jr whetln*!* lu^ is indus- 
trious or not, iie is sure to obtain t he hx.xl and clothing 
which his master thinks he recjuires. (\)ns(,‘(piently, his 
labour is extorted from him, and he reipiirt's to lx; most 
vigilant ly watched. • Slaves can, there fon?, only be ad- t/u' sht^rr,^. 
vantageously employed when the work upon which thi'y 
arc engaged is such that they can bti collected together 
in gangs, for it is impossible to watch a great numlx'r of in tjauih. 
workmen when they are scattered about. This considera- 
tion suggests the reason why the only commodities which 
have been produced on any^ large scale by slave labour 
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ar(3 cotton, tobacco, sugar, and rice ; for the cultivation 
which each of these commodities requires, is charac- 
terised by thc.‘ circumstance that a great amount of labour 
is employed on a very small area, and the labour can 
therefore be concentrated. Mr Olmsted, whose most 
valuable work on ' Slavery ' contains an exhaustive record 
of facts, has calculated that one labourer will cultivate 
ten acres of wheat, whereas one acre sown with cotton 
recpiires the labour of at least ten men. A similar re- 
mark holds true with regard to the other products, namely, 
tobacco, sugar, and rice, which are cultivated by slave 
labour. This necessity of working slaves in gangs, in 
order that tht'y may b(‘ vigilantly watched, was strikingly 
exemplified by the geographical distribution of slavery in 
America ; for there was nothing in the original constitu- 
tion of tlu^ States which composed the Federal Union that 
satisfactorily accounted for the fact, that the North was 
cultivatiKl by free labour, whereas the South was culti- 
vated almost entirely by slave labour. It was sometimes 
hastily concluded, that Kuropeans could not work in the 
South, but this was an entire mistake ; many of the 
Southern States, such as Virginia, have a climate quite 
as well adapted to Europeans as many of the free States 
of the West, such as Wisconsin. The boundaries of 
slavery were not determined by climate, but by the 
nature of the products which the soil was best htted to 
grow. If corn were grown by slave labour, this labour 
would bo inefficient, because it could not be sufficiently 
concentrated to be adequately watched ; hence slave la- 
bour becomes more expensive than free labour, and there- 
fore cannot compete against it, when such a commodity 
as corn is grown. This conclusion was corroborated in 
a very remarkable manner, for some parts c'f the Southern 
States, such as the slopes of the Allcghanies, are well 
adapted to grow corn, and the other commodities which 
formed the staple ])roducts of the 'North. It is a most 
instructive fact, that these particular localities, although 
in slave States, and surrounded with slavery, were inva- 
riably cultivated by free labour. It was therefore proved 
that slave labour, because it was reluctantly given, must 
be most carefully watched ; and unless this can be done, 
the labour of the slave becomes so inefficient that it is 
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far more exputisive than hired labour, even in those conn- n 

tries, such as America, where high wages prcwail. ch. xn. 

Unskilful ness is the second defect which belongs to slave slave 
labour, and in fact this defect is an iinjvitable consecpienccj is 

of the first defect, because, when labour is reluctantly 
given, it is sure to be dcficnent in skill. If the slav(‘ has 
no motive to put forth his physical eiuu’gies, he C('ruiiidy 
has no greater inducement to apply his nuuital facultii^s 
in order to acejuire skill and dexterity ; his })ositiou would 
in no way be improved, even if he wc;re to sliow tliat he 
was a more valuable workman than his fellows, lie must 
be fed, and so must they; and tln^ fact that his price would 
be advanced in the slave market by an increase of skill, 
is a matter of 110 conso(|ueneo whatevcT to himself. The 
more a slave shows that he is (•a])able of doing, the greater 
is the amount of work which will be cxh^rttnl from him, 
and for this extra exertion ho receives no additional re- 
ward whatever. It is, therefore, for thc^ interest of the 
slave to disguise as far as possible from his masttu* the 
amount and the kind of work which he can really ptufonn; 
a heavy discouragement is conse(piently thrown in the 
way of the least mental effort, and slave labour must 
always be most unskilful. Those conclusions can be cor- j<V/, /.s 
roborated by specific facts, for it has never (wen been irhiehco? 
proposed to employ slave labour either in manufacturing, 
or any other industry which requires skill on the part of tion. 
the labourer. We will once more refer to Mr Olmsted, 
for from personal observation he gives dir(‘(*t testimony 
with regard to the unskilfulness of slavi^ labour; thus, he 
says that the negro slave Ls entirely unfit to hi', trusted 
with machinery ; if he has placed in his hands any but 
the rudest tools, he is s\ire to break them. Mr Olmsted 
affirms that ^thc slave owners of Virginia found it more 
economical to use implements so heavy and clumsy that 
it increased the cost of performing work at least ten per 
cent., simply becausd they were not so liable to be injured 
or broken. He also mentions the very curious fact, that 
mules wore almost invariably employed in the Southern 
States, instead of horses, because the sla.ves were sure to 
neglect or ill-use any animals of which they had charge ; 
the mule being a hardier animal than the horse, was con- 
sequently not so liable to be injured by the want of 

u 2 
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proi>er trcairiieiit. These facts, and others whicJi might 
be miuiiu‘]‘at(Kl, eh^arly prove that no skilled industry can 
tiver be siujcessfidly carried on by slave labour. 

The third defect of slave labour, namely, want of versa- 
tility, is due to tlie same causes as those which produce 
tile other two defects which we have already discusscKl; 
tor labour which is given reluctantly, and is unskiltul, 
(!annot possibly display any versatility. A labourer must 
possess considerable intelligence if he is able efficiently 
to perfoi'iu sc‘veral different kinds of work. Such intelli- 
gence, however, is sure never to be displayed by the slave; 
for if he only shows that lie is able to do some additional 
kind of woT'k, e.xtra labour will j)robably be forced ii[)on 
him, and therefore he rather loses than gains by ac(juiring 
versatility. Hence it is natural that slaves should show a 
great disinclination to be taught any now kind of work ; 
upon this ]>oint Profi\ssor Cairnes has said, ‘The difficulty 
of teaching llie slave anything is so great, that the only 
chanc() of turning his labour to profit is, when ho has 
once learned a lesson, to kc^ep him to that lesson for life. 
Where slavcss, thend’ore, are emphyiid there can be no 
variety of production. If tobacco be cultivated, tobacco 
becomes the sole staple, and tobacco is produced whatever 
be the state of the market, and whatever the condition of 
the soil.’ 

Before proceeding to describe some important consc- 
(piences which result from the defects in slave labour just 
enumerated, it will be advisable to anticipate a remark 
which may very probably be made. Some of our readers 
may say, Although it i>s true that the negro slave labour 
possesses all the defects which are here ascribed to it, yet 
these defects are inherent in the negro race, and do not 
necessarily form a part of the institution of slavery. The 
history of ancient countries no doubt gives some support 
to this opinion. When Greece was in her greatest glory, 
a considerable portion of her skill c5d industry was per- 
formed by slaves; they constructed buildings and other 
works which never have been surpassed in artistic beauty. 
But the social position of the Athenian slave in no respect 
resembled the position occupied by the slaves in the 
United States. Even many Americans who did not live 
in the slave ^States des])iscd the negro as a being degraded 
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by inferiority of race, and considered that his colour made 
him a permanent outcast. But the Greek slave was 
generally a captive, obtained in war; perhaps he was 
nispected for the courage ho had shown on the battle- 
field; he very possibly belonged to a race whom the 
Greeks scarcely regarded as their inferiors. The Greek 
slave had certain rights of property secured to him, and 
he always had a definite hope that ho should bo able, 
by his own exertions, honourably to emancipate' hims(df 
FTis industrial energy therefore, instea<l of Ixung com- 
pletely destroyed, was powa'rfully stimulated, and unlike 
the negro slaves, whose inte.rest it was to be unskilful, he 
had every motive to exert himself to the utmost. Tliore 
is, therefore, no parallel whatever betw(*en the conditioii 
of the Greek and that of the negro slave. Our previous 
conclusions arc consequently not in the least degre^^ 
shaken; for if slaves an^ as complehly (lej)rivcd of ever)^ 
human right as they wc^ro in America, we may be quitch 
sure that their labour must exhibit all the deftKtts whicdi 
have been attributed to it, what('V('r may be the race to 
which the slave may happen to belong. From these 
defects in slave labour some very iniportant conscMjuemos 
result. 

It has already been stated, that th(^ slave is wanting in 
so many of those (pialities which make labour e(fi(a(‘nt, 
that there are very finv branches of indnsljy which can be 
successfully carried on by slave labour. For instance^ 
corn, and the various other products of Kiiro])(;an agricul- 
ture, are never grown by slave labour. Slaves are never 
employed in inanufacturiug industry, because they cannot 
be entrusted with machinery ; in fact, slave labour may b(‘ 
said only to produce four commodities, viz. cotton, sugar, 
tobacco, and rice. If any other kind of industry is at- 
tempted, slave labour is sure to be supplanti'd by fre(‘ 
labour, because the superior efficiency of the latter makes 
it more economical.# Ihit although the four products just 
enumerated can be profitably cultivated by slave labour, 
profit even in this case cannot be obtained unless certain 
conditions are fulfilled. It is, in the first place, evident 
that the unskilfulness and general inefficiency of slave 
labour causes it to be extremely w^asteliil and careless. 
The cultivation of the land with such labour must inevit- 


BOOK II. 
Oil. xir. 


HUtve. la 
hoiiristo: 
(rpjtlical 
to a fi'W 
cowmod 



310 

BOOK 11. 
CH. XTI. 


It there- 
fare tends 
to e.rhnusf 
the soil. 


Kvidenee 

ofMrCtay. 


Explana- 
timi of the 
policy of 
the South. 


ManuiU of Jc^otiUcm i^conormj/. 

a.bly be slovenly, and consequently the land is gradually 
impoverished. Moreover, there is another circumstance 
which tends to impoverish the land when it is cultivated 
by slaves ; for able-bodied slaves were, previous to the 
civil war, worth no less than 250i. in the American 
markets. Hence a planter ro(]uircd a capital of 25,000/. 
in order to purchase 100 slaves. The greater part of the 
planter’s capital was probably absorbed in obtaining slaves, 
and he therefore had little to spare for carrying out im- 
provements in his land. Hence slave cultivation gradually 
exhausted the soil, and it, therefore, became all-important 
to the slave owners that they should bo able to obtain 
fresh soils of virgin fertility. The highcist authorities, 
many of them slave owners themselves, agreed with per- 
f(^ct unanimity as to the exhaustive nature of slave culti- 
vation. We will (juote the very remarkable testimony of 
the Hon. 0. Clay, who was moreover a native of the 
South, ami an advocate of slavery. He said, ‘ I can show 
you with sorrow, in the older portions of Alabama, and 
in my native country of Madison, the sad memorials of 
the artless and exhamting culture of cotton,’ He then 
stated that the majority of the planters had not sufficient 
means to improve their land, either by rest or by the 
application of manures, and that they consequently moved 
farther West, or South, in search of virgin soils, which 
were impoverished in their turn ; and he then proceeded 
emphatically to affirm, that ‘ a country in its infancy, where 
fifty years ago scarce a forest-tree had been felled by 
the axe of the pioneer, is already exhibiting the painful 
signs of senility and decay apparent in Virginia and the 
Carolinas ; the freshness of its agricultural glory is gone, 
the vigour of its growth is extinct, and the spirit of 
desolation seems brooding over it.’ These most sugges- 
tive remarks of Mr Clay might be easily^ corroborated 
by a great mass of similar evidence. It may, therefore, 
be regarded as conclusively proved, tjiat slave cultivation 
cannot continue to be profitable unless the slave-holders 
have at their command an abundant supply of fertile 
vir^n soils. This suggests an explanation of the policy 
which was for many years pursued by the Southern States 
of America; for they ceaselessly directed their efforts to 
bring new and unoccupied territories luider the dominion 
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of slave institutions. Texas was unjustly seized from n. 

Mexico, and yet its soil was not immediately wanted, for . 
after its annexation comparatively few slaves were located 
there. The South, however, fully recognised the future 
importance of acquiring this vast area of fertile and un- 
occupied land. Similar motives induced the South to 
•strain every effort to obtain possession of Kansas. At 
the commencenumt of th(‘ civil war in America, iii was 
uncertain whether the issue involvcnl was the immediate 
abolition of slavery. It was, however, foreseen by those 
most fitted to form an opinion, that the rc‘.s\dt of tin war 
would d(?t(U’mine the gn.'at (pn^stion — Shall the limits 
of slavery be indefinitely ('xtejnl(‘d ? As the struggle pro- 
ceeded it was also foresiH'H that. not. onl}^ the (‘xtension 
of slavery, but also its existence as an institution, wen^ 
at stake. This prediction was justitied by the events, 
for, happily for America and for mankind, the North 
triumphed, and slavery was for (‘V(;r banished .from the 
Unit(^d States. It now only lingers as a recognis(‘d in- 
stitution in BraziP and Cuba. 

^ [Ah this chapter is to press (»Tnne, IHHH), it is [innonnc.otl tiiot 

the work of the iiholitio?! of slavery ia Urazil has Ix^en l)rDup:ht, to n ' 
snccessful issue under tlie auspices of the Princess licKcnt.] 
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T he subjoct of oxcJuingo is so iiitiioat eon neck'd with 
every question of ])oliiic}i] c'.eononiy, that many writers 
on this science consider that th(‘ ])rodn(*tion and distribu- 
tion oi‘ W(‘alth cannot nndd’stood without previously 
ascertaining the laws of exchange. Theiv is reason for 
this opinion, b(^caus(^ il is cpiitc' true that many com- 
modities are only prodiicc'd to b(*. t'X^'hanged tor other 
commodities, and th(^ distribution of Wi'abh, of course, im- 
plies the exchange' of wealth. We belu ve, however, that 
§leariiess of conception is obtained by th(' arrangement 
adopted in this work, for the laws of the ])roduction and 
distribution of wealth have been discussed, without an- 
ticipating any of the laws of exchange, wdijch will now be 
explained. 

l^he words value and price have already been occasion- 
ally employed without receiving any prcM^ise detinition. 
Before investigating the laws of exchange., it is most im- 
portant to deiiiie these words accurately ; for many of 
the most wide-spread errors with regard t.o (.economic 
science arise from (xmfnsing the words value and price. 
The difference in their nuianing will be best markc'd by 
an illustration. If a sack of wheat oxchajiges for a l,on of 
coal, or if, in other ^vords, n person who possesses a sack 
wheat can obtain a ton of coal in exchange for it, then 
a ton of coal is the value ' of a sack of whevit ; or, em- 
ploying more poj)ular ])hraseology, a sack of wheat- is 
worth a ton of coal. It therefore appears that value 
^implies the comparison of one commodity with another; 
for a, sack of wheat has some particular value with 
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rcigard to every commodity for which it can bo ex- 
changcMl. If a sack of wheat c>onld be exchanged for*six 
pouods of U‘a, th(^n six ])ouiids of t(‘a would b(‘ the value 
of a sack of wheat, when estimat('(l in this ])articular 
manner. Value, thiireforo, is a relative expression; for 
instance, if the value of wheat compared with liny par- 
ticular article falls to a certain amount, there must be a 
corresponding rise in the value of this commodity, copi- 
])ared with whciat ; for if wheat declines in value, so that 
it will only (;x(^hange for half as much tea, then tea must 
manifestly rise in vaLU(\ since it will now exchange for 
twict) as much wheat. When, therefore, the general value 
of a commodity decliiu^s, less of every commodity can be 
obtained for it in exchange; but if this be so, the value of 
all these commodities must rise when compared with the 
particular commodity in the value of which it has been 
supposed a decline has taken place. These considera- 
tions demonstrate the erroneous nature of a statement 
not unfrecpieiitly made, that there is a general rise or fall 
in the value of all commodities. This is as impossible as 
it would be for each one of six rowers to row fastcT or 
slower than the other five. A cannot row faster than his 
five companions, except by each of these rowing slower 
than A. In a similar manner, value is a relative expression, 
and essentially implies comparison. It is (piite impossible 
that there should be a general rise of values, for if there is 
a rise in the value of one commodity, there must be a fall 
in the value of all the commodities with which this one is 
compared. All that is here stated may appear so simple, 
that it will perhaps be supposed that time is being wastecl 
in explaining self-evident truths. These truths, however, 
ar(3 by no means self-evident when involved in the en- 
tanglement of more complicated propositions. A shade of 
error has been cast over the writings of some eminent 
political economists because they have neglected to keep 
steadily in view the correct meaning of the word value. 

Price is a particular case of value. If the value of a 
commodity is estimated by coin])aring it with those pre- 
cious metals which civilised countries employ as money, 
then it is said that the price, and not the value of a com- 
modity, is ascertained. If a sack of wheat is (exchanged 
for a (piantity of gold, termed a pound sterling, it wouhl 
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b(j perfectly corrcict to say that the value nl‘ a sa(-k of 
"wheat, (‘stiinated in gold, is one pound sterling; but, for 
reasons which will b(i afterwards explaiias], it is found 
convcujieiit to single out this case of valiu' troin every 
other, and conse([Uently it receiv(‘S a ]>artic,uler nanu'., for 
it is not* termed value, but price. The price of a com- 
niodity may, thendbre, be deliiusl as its value, wIumi esti- 
mated by comparisi)n with those previous metals which 
by geuieral consent have, been ado[>ti*.d as money. Al- 
though the^re cannot bii a geuHTal ris(‘ or fall in vabu's, 
there*, can be a ge3neral rise e)r fall in prie-e s. If (he pre*- 
cious metals bevonu* much moi’e^ ]>le]i(.iful, tlu'ir value* 
com})are*d with all other ce»mmoelit.ie*s ek'clijies; shice a. 
ce*rtain epiantity e)f geelel e)r silve*!* will e.xchange tor a 
diminished epiantity e)f all e>lhe*r commoditi(*s. If the 
value; ejf the prceiious metals, e'.ompareMl with oilier e;e>mme)- 
ditie.*s, is diminish(;d, the value; of all o(b<*r e*omme)ditic*s, 
compare'.el with the* precieius medals, must be* increase;el; 
but, as be;fe)re*. statc'e.l, the; value* implie*el in this^ latter ceiin- 
pariseui is termeel ])rie;e‘, and e;e)nse.‘e[uent}y the* ])rice e)f all 
ce.)mme.)ditie;s will be* incre*ase'el. 

In jiolitical economy a se;rie3s of preipe^sitions may be; 
(;niinc;iate;d, which trejat eif the value e)f ceimmeielit ie*s, and 
ue)t e)f tlK;ir ])ricc. This e'ourse is usually aelop(e‘d, but 
it eiiily adels te) the; dithe*ulty of the; sul>j(‘(;t, witbout at- 
taining any practical object eif utility; l«#r ueene* of (.he* 
transa,ctie)ns oftra.de. ane] ceminmrcc in e ivilise;d e*oimtries 
are* ev(*r arrangeel withenit. the machine*ry e»f a me)ne*ta.ry 
sl>andard. Meaiey has a))tly be.*en de.*se*ribe;el a.s (lie uni- 
versal medium of e;xe:hange‘. If it is desire *d to ascertain 
how much e.)f one e;e>mnie)elity ane.)the*r will e*xe*hange; feu*, 
the calculatiem is always ma.ele in iiieniey ; the* prie-es of the 
ceunmexlities, ^nel not their value;s, are cejiisielered. Jt, fejr 
instance, a persein whe) pe)ss(;ssejd wheat, desii*eei te) pur- 
chase ceial, it would be impe>rtant fe>r him to e'stimate (he 
value of wheat ce)me})areel with ce>al ; but he weiuld neit 
attempt to do this by actually bartering away his wheat 
for ce)al ; such bartering wemld be; cumbrous anel expensive;. 
All that it weiuld be ne;cessary feir him te) de) wf)uld be. te) 
ascertain how much mone*y his wteat weadd exchange 
for. When he thus knew the [irice e)f a sack of wheat, 
and also the j)rice of a teni e)f ceml, the value of wheat 
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ostiiijiituil ill coal would be immediately known, bc^cause 
the (juantity of coal for which a certain (piantity of wheat 
would exchange would be accurately ascertained. 

As therefore, in practice, questions of value involve a 
comparison of prices, our investigations will be simplified 
if the laws regulating thi‘- prices of commodities* are con- 
I sidered, without attempting to establish projiositions with 
j regard to the values of commoditii‘s. But until the func- 
I Lions of money arii lixplaiiuHl, it will be necessary carefully 
j to bear iti mind that a certain assumption is made in 
; all the investigations which involve the consideration of 
j price. The assunnition is this ; that when thi‘- price of a 
j (commodity varies, the variation is always supposed bo be 
! pivxluced by something which affects the value of the 
I (iomimxlity, and not the value of the precious metals, 
j We will endeavour to explain our meaning still further^ 
by an illustration. Suppose^ it is observed that the price 
of wheat risi\s ; this rise in the price.'! of wheat may be due 
to two very distinct causes. In the one case, wheat may 
becomes scarcer, and therefore dearei*; in the other case, 
wheat in common with every other commodity may rise 
in price, in consequence of new discoveries of the precious 
metals, such as those made in Australia and California 
about 1850. In the following chapters, therefore, which 
yrecede the discussion of the theory of money, the assump- 
tion is made that variations in price are not caused by an 
alteration in the value of the precious metals. 



CHAPTER II. 


ON TIlK CAUSES WHICH REOUUATK ’I'HE I’UICE OK 
COMMOOITIES. 


rPHE (iomiiioditiiis wluch compose iho wcaltli of a nation 
JL may be divided into threi* elassi's; and tin* maniuT in 
which the price of any particidar commodity is r(‘|^nd;iti*.d 
(lep(‘nds upon the class or division to which the commo- 
dity beloiigvS. The t.hrei.', classes may b(‘ characterised as 
follows : — 

1st. Some commodities arii absolut<‘ly limited in (juan- 
tity ; however gri'at tlie dcauand may b(' for tluiin, it is 
impossible to increase their supply. Only a (.‘CTtain num- 
ber of sculpttires and })ain tings by ancient masters are 
extant, and no etforts can increasii their numlx^r. Again, 
if SOUK', particular sitn is thought desirable ibr a house, 
the number of houses which can bc' built upon this 
site cannot exceiHl a certain limit. Thus, thi^ shops in a 
thoroughfare such as the Strand, or Fiiic^t Street., cannot 
exceed a certain numbi'r; articles of vert u, curiosities and 
antiepdties, which are ]jrized bc'cause sonu* ])articular as- 
sociations are attached to them, arc in a certain d(‘gree 
fixed in (piantity. There may thus be. ]>erhaps half a 
doziui very r;v’e coins in the cabinets of collectors, and no 
one can feel certain that another of these coins will ever 
be discovered. 

2nd. Some commodities can be increased in (|uantity, 
with^yut any jmictical limit, but if their su])ply is in- 
crijased their production will rec pure a gn^att.T proport ional 
expenditure of labour and capital, and therefore tln^se 
commodities have a constant teudfincy to become more 
expensive, as the demand for them augments. We have 
already remarked Unit this charaetc-r j)eculiarly belongs to 
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agrittultiiral produce. If there is an increase .in the 
tnaiid f<jr agricultural produce, it becomes necessary 
resort to less productive land, which cannot be cultivji 
without a greater expenditure of labour and capital 
proportiem to the produce which is raised from it. 
of the most important speculations of economic scie: 
for instance Ricardo’s th(H)ry of rent, d(^pend upon 
tendemey which agricultural })roduc(i has to become il 
ex})ensive, as the demand for it increases. 

^rd. Some commodities cmi be incr(‘.ased to a pra 
cally unlimited extent witliout iiKTeasing their cost. J 
nufactured goods may be placed in this class; for altho: 
tile (^ost of the raw material will, likci ilie cost of agri( 
tural produce, increase as tlu^ demand for it is augmeir 
ycit the increase of cost which is thus producetl may 
aliiiost neglected, because it bears such a small proport 
to the whole cost of the niamifactui’ed article. Ol 
articl(\s, such as household furniture and wearing ap])a 
may be placed in this third class. There is no reason v 
shoes, for instance, shoidd become scarcer because ther 
a greater demand for them; theni could be no diffici 
in supplying any number of shoes for which thm’c may 
a demand. 

Very different laws regulate the price, and therefore 
valiie of a commodity, according to the particular clas?: 
which it belongs. We will commence by considering 
commodities included in the first class. 

The works of a deceased artist have already beem sta 
to be included in this class. Let us inepure what> dc‘.i 
mines the price of one of Turner s jnctures. Th() pric 
usually supposed to be regulated by den \ and and sup; 
but the words ‘demand and supply’ a])pear to be a nev 
failing recipe for solving every economic diflficidty; po 
lar writers and popular speakers seem to think that 
explanation based upon demand and supply must be i 
only very satisfactory, but also extremely scientilic. 
expression ‘demand and supply’ too often conveys as lit 
meaning to those who use it as to those to whom it 
addressed. ' If the question were asked — What regula 
the price of Turmr’s pictures ? — the reply would not i 
probably be made that the price is regulated by the ra 
which exists between the sup])ly of these pictures and : 
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demand for them. It surely must be erroneous to speak of 
ratio between demand and supply : there cannot be such 
a ratio, for supply in this case means a certain number of 
pictures, and demand in this case signifies a desire to pos- 
sess a picture. It is, therefore, absurd to attempt to esta- 
blish a nxtio between a picture and a desin* to possess it. 
A ratio can only exist when the two things compared are 
of the same kind. Demand is an indt^finite expression ; 
every educated person would like to 2 >(>ssess a jjicture by 
Turner, and, therefore, in this semse the demand is almost 
universal ; but the universality of such a demand cannot 
produce much effect in determining the price of a picture ; 
every beggar would like to have a diamond, but a jeweller 
‘does not for this reason obtain a higher price for diamonds. 
This obvious ambiguity with regard to the meaning of the 
word ‘demand’ has suggested to political ec<.)nomists the use 
of the term ‘ effectual demand.’ It is intended to denotcj 
by this expression, thc‘ demand which is exerted by those 
who are not merely dc'sirous to possess some particular 
commodity, but who also have the re(|uisil,(‘ means to pur- 
chase it. This demand is the only oiui which can b(‘. ef- 
fectual in producing any influence on price's. Although 
the employment of the words ‘ effectual demand ' recog- 
nises a real difficulty, yet the difficulty itself continues to 
remain unsolved, for it cannot be said that the juice of an 
article is regulated by the effectual demand* for it, since a 
moment’s consideratiem will clearly show that the effectual 
demand for an article varies with, and depends upon, its 
price. If Turner’s pictures coidd bo j)urchased at ten 
guineas each, there would bo a much gr(^ater demand for 
them than if the samt', pictures realised a hundred guineas 
iiach. The effectual demand, therefore, varies with the 
price ; an adjustment takes place, the price ultimately 
being such that the effectual demand which results fr<^m 
it will be siitisfied by the supply of the article in question. 
If one of Turner’s pictures were to be sold, and three indi- 
viduals, namely A, B, and C, were each willing to give 1000 
guineas for it, the effectual demand for this picture, when 
its price is 1,000 guineas, would be manifestly greater 
,^than the supply ; for at this price three persons have a de- 
Imand for one article. If A and B arc each willing to give 
pi ,600 guineas for this picture, but C will not give so 
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much, the effectual demand for this picture, when its 
price is 1,500 guineas, still exceeds the supply. Again, 
suppose that A is willing to give 2,000 guineas for the 
picture, but that B will not give more than 1,900; the 
price at which the effectual demand will equal the supply 
may then be any amount between 1,900 and 2,000 guineas. 
The price, however, which this picture will actually 
realise depends up<Ki what has been aptly termed by 
Adam Smith the higgling of the market. Since B is wil- 
ling to give 1,900 guineas for the picture, but no more ; 
and since A will not purchase it at a higher price than 
2,000 guineas, the picture must consequently sell at some 
price between 1,900 and 2,000 guineas. If A had certain^ 
knowledge that B would not give for the picture more 
than 1,900 guineas, A would probably offer to purchase it 
at a price slightly exceeding this, and at this price he 
would no doubt obtain the picture. If, however, the 
owner of the yncture knew that A would give 2,000 
guineas for it, rather than not possess it, he might pre- 
tend to hesitate about selling the picture to A, and might 
ultimately succixid in inducing A to offer 2,000 guineas. 
Demand and supply, therefore, determine, within very nar- 
row limits, the prices of all those (;ommodities which may 
be classed under our first division. The price which is 
actually realised oscillates between these narrow limits, 
according as the vtnidor or purchascT has the most skill 
and knowledge of trading operations. Hence it appears 
that the })riccs of all those articles which are classed under 
our first division are regidated, not by a ratio between the 
demand and the sujiply, but by an equalisation of the dv- 
maiid to the supply. The notion of a ratio ought there- 
fore to be discarded, since it is not a ratio, but an 
ecpiation. 

A further question may now arise. Why should A be 
willing to give 2,000 guineas for a picture, which B will 
not purchase at a greater price thani 1,900 guineas, and for 
which 0 will not bid more than 1,000 guineas ? A, it is 
said, considers the picture worth 2,000 guineas ; but this 
is not a sufficient explanation. Why does he place this 
particular value u|wii the picture, whereas B and C place 
a less value upon it ? A further analysis is consequently 
recpiired. Value is composed of two elements, and these 
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two elements respectively arise, first from the use which 
the individual may have for the article, and secondly, from 
the difficulty he may have in obtaining it. These two 
elements, which are the components of value, may be sym- 
bolised by the letters U and D. U is sup])os(d to signify 
value as depending upon utility, and D signifies value 
as depending on difficulty of attainment ; both of these 
elements must always be present whenever an article has 
an exchange value. No commodity can b('- more essen- 
tially useful than water, yet water never has any exchange 
value, unless there is some difficulty in obtaining it. It is 
true that in large towns water has an exchangi* value, and 
it is consecpiontly sold at a certain definite price ; in this 
case, however, the element 1) is present, for in large towns 
there is a difficulty in obtaining water; the spun tampons 
supply which nature provides soon becomes exhausted, 
and water has at a considenible outlay to be brought, 
from a distance. On the other hand, no articles can ob- 
tain exchange value unless the ehunent U is pr(^s(‘nt; 
since difficulty of attainment will not mak(‘ an arlick‘ 
valuable, unless it either can serve some jirac^ticjal use 
or gratify some desire. A precious stone, such as a ruby, 
is prized as an ornament ; it thenTore has it.s use, beca.nsi' 
it serves to gratify a desire. It is generally said that 
rubies are vt»ry valuable, because they are so very difficult 
to obtain; but if, in conseipienco of a change in fashion 
or tast('., they should ever c<'ase to b(‘ [prized as ornamcaits, 
tiny would th(‘n have !»o valm*. at all, although it might be 
just as difficult to find a ruby as before. Both the ele- 
ments U and 1 ) must theridore coexist in (‘v^tv article 
which has exchange value, for an arti(*bi, however difficult 
to obtain, can have no value unless it is capable vatlu‘T t)f 
supplying soiye want, or gratifying some desire ; on tin* 
otluT hand, no article can posst^ss exchange valu(3, if it 
can be obtained* without difficulty, although the article* 
may be of prime necessity. 

It is not possible beforehand to predicate in what pro- 
portion the two elements U and 1> may combine to form 
the value or price of any particular commodity. In almost 
every case the price at which an individual purchases 
a commodity represents in value only a very sniall por- 
tion of the use or advantage which the possession of the 
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article confers upon the individual who purchases it. A 
|)erson buys a coat for three pounds, because at this' 
price a coat of the quality he requires is offered to him ; 
1 ) 11 1 three pounds does not rc})res(mt the use which the 
p(‘rson who ])urchas(‘.s the coat derives from it, for if he 
had the moncry ho would no doubt give thirty guineas, 
rather than be without a coat ; therefore, in this case, the 
element U only exerrts a small portion of its whole force 
in determining the price of a coat. The price is in this 
case almost; cmtirely regulated by D, or, in other words, by 
the difficulty of obtaining the coa,t. As, however, before 
remarked, U, although only partially operative, can never 
be entirely absent. 

The exam])le just quoted illustrates the manner in 
which the two elements U and D combine to produce 
thcr ]>iice of a cennmodity. IT is in fact almost invariably 
only pjirtially operative ; this is the general rule, for the 
case may be regarded as a very rare exception when U as 
well as 1) both exert their full infliumco upon the ])ric(i of 
an article. When such a case doc^s occur, the purchnser of 
a commodity is guided, in the price which he offers for it, 
solely and (mtir(‘ly by the consideration of the usci or plea- 
sure he expc^cts to dcTive from the article. This can only hap- 
pen when the sup])ly of a commodity is absolutely limited. 
To explain this still further, let us revert to our original 
example, whichr supposes that three persons, A, H and C, 
are each anxious to purchase some particular picture by 
Turner ; C will not give more than 1,500 guineas for it, 
B not more than 1,900, and A ultimately purchases it at a 
price between 1,900 and 2,000 guineas. With regard to 
C and B, 1,500 guineas and 1,900 guineas represent the 
value in use, which C and B respectively place upon tne ’ 
picture. This, therefore, is the monetary^ value of the 
element XJ, according to the individual opinion of C and 
B. In As estimation, the value of the element U is 
greater, for to him the picture h?.s a value of 2,000 
guineas. As before remarked, the price which the pic- 
ture actually realises will be some amount between 1,900 
and 2,000 guineas, because if the price sank below the 
inferior limit there would be a greater demand for the 
picture than the supply; if the price exceeded the su- 
perior limit the demand would entirely cease, because this 
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superior limit denotes the gri^atest value in use plaocid I m. 
upon the picture by the person who is most anxious to ! 
possess it. To recapitulate, therefore, it may be stated, j 
that th(3 following principle regulates the price of all those | 
commoditicjs the supply of which is absolutely limited. I 
The demand depends upon the price ; the ])rice must ha * 
such that the demand will exactly e(jual the sup])ly. j 

The value in use which an individual may hapi)en | ynhw in. 
to set upon some particular article is the result of 
various motives, whicli it is almost impossible to ajialysc;. 

Thus to one individual, A, the value i]i use (d* one of 
Turner’s pictures is 2,000 guineas, for A would rather 
give this sum than be without tlui picture. B, how- 
ever, the value in use of the same, picture is only 1,900 
guineas. It is (juitc evident that various motive's may 
induce a greater value in use to be at tribute id to this 
picture by A than by B ; A may lx* a wt'althier man 
than B, and moiuiy may conscxjuently not be of so much 
importance to him. A may perhaps also have a sup(irior 
taste for art, which makes his appreciation of a painting 
great(T than that of B. A may also be intlueneed by a 
hope of future gain, sitice he may expcict to realise con- 
siderable sums by granting permission to have tin* ]>ic- I 
tun^ engraved, or he may think that aftei' a few years | 
have elapsed the demand for the works of tJui particular i 
artist may so increase as greatly to e.nham*(' tlu* valuti of 
the picture. In every case, a great vari( iy of motives 
operate upon different individuals in determining t he value 
in use which each may jilace upon any ])arti(nilar article. 

The articles, the supply of which is absolutely limited, rUc. value 
are so few in number, tliat it may be thought that the 
above example has been too minutely investigated. It is, 
however, somewhat curious that those ])rinci})les of I'c.o- ihiHed is 
noinic science* which are apparently, the most simple arc* 
usually treated with the greatest obscurity. With few ']!'f.^^2afned, 
exceptions, political ^jconomists have failed clearly to ex- 
plain the principles which rc'gulate the price (d’ such a 
commodity as the one just considered. 

In the succeeding chapter the causes will be analysed 
which determine the price (d* those commoditicjs comprised 
in the second of the three classes previously enumerated 
at the commencement of this chapt(jr. 
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I T is desirable to devote a separates (;hapter to the 
coiisidei’atioH of the laws which detcTniino thtJ price 
of agricultural produce, lii all (juestious reUxtiug to juice, 
a broad distinction must be drawn botw'ecul agricultural 
and irianufactured |)roduco. As j^reviously stated, an 
increase, in the demand for the formiT usually causes an 
advance in price: wluTeas the supjily of manufac.t\ire<l 
commodities can be, as a general rule, increased without 
jiroducing aii}^ material advance in their ])iice. 

Many cause's make the price of agricultural produce 
vary from yijar .to yt^ar. Our (;orn markets an^ influenced 
not e>nly by the produe'.t.ivenuiss of the last harve^st, and 
by the jirospects of the next, but they are also greatly 
affecteel by the good or bad crojis f>f other countries. 
Since so many circumstance's caiisei a great fluctuation 
in juice, it may perhajjs aj>j)ear impe)ssible to establish 
any general laws with re^gard to the j>rice of agricultural ' 
jiroduce. It will, however, be shown that the variations 
in the jjrice of such j)roduce, though constant and great, 
obejy certain laws with strict regularity. 

No farmer will rent land unless ,he believes that the 
price which the produce realises will, on the average of 
years, suffice to pay his rent and all the exj)enses of culti- 
vation ; a surplus must also remain adequate to remu- 
nerate him, not only for the capital he has invested in the 
business, but also for his own labour of superintendence. ' 
When the farmer is fairly remunerated for his labour and 



On the Price of Agricidtaral and Mineral Produce. 327 

capital he may be considered to realise the ordinary pi-oKts 
of trade. It is cpiite impossible that the prices in any v ^ 
particular trade can permanently be so low as to prevent 
these ordinary profits being realised; because no traders 
would be satisfied to continue investing their capital in a 
business if much smaller profits were realised from this 
business than from others. From tlnjse consid orations 
the following principle may be deduced — the ])ri(Ui of 
agricultural produce must be such as will enable 1‘armers 
on the average of years to realise the ordinary protiins 
of trade. 

The profits of th(^ faniUT have above htn'ii d(‘seribii(l as Thai/ otr 
the surj>lus which remains when all the ('X[H‘ns(‘s of culti- determined 
vation Jiave been deducted from llu'. pecuiiiaiy v;diu^ of 
the annual produce of a farm. Th(‘st‘ expense's include ralue'of 
rent, the wagers of labourer’s, tin* purchaser of new iin- the pro- 
plements, the. wear juid tear oi‘ old inipli'uu'uts, l,he loss 
whi(;h aris(^s from tlu^ ordimuy ea, snail ies to whic’h liv(^ (he rent 
stock is liable, &c. It, must be' (‘videiit t h.it aiiy cause (i^td other 
which incn'ase^s the fai‘m<Ts (‘X]K‘nses must eliminish his 
jirofits. Sup[)ose t,he av(‘ra.ge annual v.ilu»‘ oi‘ tJu' [)roduc(^ Hon. 
raistul from a larrri is 2,000/., and that t he e.xju'nses of cul- 
tivation Jiri^ 1,500/., the lkrnu*.r having to [)ay 500/. in 
rent, 800/. the wages of his lal>our(Ts, and the n'm.Mining | 

200/. being reipiired for various other luressary e*x peruses, 
such as thei purchase) of implements, &e. Deduci ing tlu' 

1,500/. from the 2,000/,, which is the anniifil ave rage value 
e)f the produce e>f the farm, it is evident- that, tlie^ 500/. 
which remain we)uld be the farmer's pre)fits. iSh)W let it 
be further assumed, that this 500/. is a fair remuneratiem 
to the farmer for his capital and labour of super’intend- | 
ence. (3onseepiently, when his }>rofits are 500/., he nuiy 1 
be ce)nsidered te) realise the erdinary profits e)f trade. In j 
this case, thej»prices obtained tor the produce cause every- j 
thing to be in a state of perfect adjustment. It, however, j Jithytit <>/ 
frequently happens, that the rent of laud in the course of i 
a few years cousidefably rises. Let us inquire what will ! 
occur if the rent of this farm is increased from 500/. to | 

700/. a year, whilst the price of agricultural produce, and | 
the expense of cultivating the farm, remain unchanged. | 

This increase of rent would reduce the farmer s profits j 
from 500i. to 300/.; but it hiis been above assumed, that | 
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when his profits were 500/. ho obtained no more than 
the ordinary remuneration for his capital and labour of 
superintendence. He consequently receives less than the 
ordinary remuneration when his profits are reduced to 
300/. He therefore virtually cultivates his farm at a loss, 
because he would secure a larger income if he applied his 
capital and energy to some other business. Under these 
circumstances, farmers would be induced gradually to 
leave their farms, and the land would be thrown out of 
cultivation. But as it is necessary that the people should 
be fed, the land must be cultivated. It may therefore be 
concluded, that neither rent, nor any other items of the 
expense of cultivating land, such as cost of labour, can be 
increased, unless the farmer receives a compensating remu- 
neration from a rise in the price of agricultural produce. 
Let us now, however, revert to llicardo’s theory of rent, 
in order to understand how a rise in rent is produced. 

This theory describes rent as a price which is paid 
for the use of an appropriated natural monopoly. This 
monopoly arises from thti fact, that the supply of fertile 
land which can be brought under cultivation in any par- 
ticular country, cannot be increased beyond certain limits. 
The difference between the rents paid for two different 
farms represents the excess of the pecuniary value of thcj 
one farm above that of the other, whether derivt^d from 
greater fertility or from superior advantages of situation. 
The land of oacli country varies so greatly in fertility, that 
every country possesses some barren tracts which are too 
poor to be cultivated, even if granted rent free. England 
has soils of every degree of fertility, from the barrenness of 
her Yorkshire and Devonshire moors, to the rich luxuri- 
ance of the weald of Susvsei and Kent. There will conse- 
quently always be some land which may be considered to be 
on the margin of cultivation. Such land will’ pay for culti- 
vation if let at a merely nominal remt. Hence Ricardo s 
theory of rent defines the rent of any particular land to be 
the pecuniary measure of the degrees by which it exceeds 
in productiveness that land which is just upon the margin 
of cultivation. It is evident that in the absence of agri- 
cidtural improvements and the increase of importation 
from abroad the margin of cultivation descends as the 
population of the country increases, for it becomes neccs- 
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sary gradually to resort to less productive^ land, in order 
to supply a larger demand for food. But as the margin of 
cultivation descends, rents must rise, because as less pro- 
ductive land is brought under tillage, th('. greater will be 
the difference between the produce raised from any par- 
ticular land and the worst land under cultivation, and rent 
may be regarded as the pecuniary measure of this differ- 
ence. The worst land, however, which is in cultivation at 
any particular time, will only just bear a nominal nmt, and 
does no more than return tlie ordinary rate of profit to thi* 
farmer for his labour and capital If, as population in- 
creases, it is necessary to bring still worse land into culti- 
vation, it will be manifestly im])ossible to till this land 
except at a loss, unless a lise takc‘s j)lace in the.', price of 
agricultural produce. Hence this ])rinciple is established — 
that tluj ])ri(K; of agricultural produce must always be such 
as will taiable the ordinary rate of profit to be obtained 
from the, worst land in cultivation, whicl ]>ays a nuTcdy 
nominal rent. It can bo easily shown, from this ])r()positi()n, 
that rent is not an element of the price of agilailtural 
prodiKue. or, in other words, e.orii and food would not neces- 
sarily be, cheaper if every farmer’s nuit iti England W(‘r(‘ 
remitted for a term of years. As this pro]K)sltion may at 
first sight appear to be a somewhat startling paradox, it | 
will be well to explain it in some detail. I 

Let it be assumed that every farmer l^as t.lie rent of j Proof that 
his farm remit-ted for the next thirty years: all tin* land 
cultivated would then be rent free. The cpiestion arises, in the price' 
Would this change produce any effect upon the. juicc'. of of atjrind- 
agricultural producer ? The (juantity of agricultural [>ro- 
duce required, in any particular country, is not affected 
by the amount of rent paid for the use of laud. If, there- . 
fore, all the land of England were made rent lh‘e, fJiere 
would be no V^asoii to sui)])os(^ that eithi^r mon^ or less 
agricultural produce would b(j consumed than when tlu‘ 
present rents were charged for land. The same area of 
land Avould therefore have to be cultivated; the margin of 
cultivation would neither ascend noj* descend. That land, 
however, whose fertility is such as to place it just on thc^ 
margin of cultivation, paid merely a nominal rent, befon^ I 

^ The epithet “productive” here includes fertility and advantages of i 
situation. I 
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the sup})ose(l change was introduced which made land 
rent free. The price of agricultural produce was, previous 
to this change, such as to enable the former to realise the 
ordinary profit of trade upon this land; the land would 
not, of course, continue to be cultivated, if the price of 
agricultural produce was not sufficient to enable such 
profit to bo obtained. But even if all rents were remitted, 
it would still be necessary to cultivate this particular land, 
because there is no reason to suppose that the country 
will recpiire less agricultural produce than before. Hence 
the [)rice of agricultural produce cannot decline in conse- 
([uence of a remission of rents, since, if such a decline in 
price occurred, much of the land wliich was previously 
cultivat(}d at a merely nominal rent would cease to return 
the ordinary rate of profit, and would therefore be thrown 
out of tillages; bub this cannot take place, because the de- 
mand for agricultural producer is as great as it was before*. 
HeiKUi if all th() land of the country W('re rent free, it 
would not necessarily follow that the price of agricultural 
produce would be reduc(‘(l. It may, thcTefore, be con- 
clude-d, that blu; price of agricultural produce is not af- 
fi‘cted by tluj })ayment of rent. The price is really deter- 
mincid by the demand for agricultural produce;; because*, 
as th(; demand ine;re*ase‘.s, it is neex'ssaay to resort to less 
productive land. As the ] copulation of a country iii- 
crease;s, the <lemand lor agiiculturid })roduce becoine^s 
gn*.ater. Heajc’e tlie price of agrieailtural produce; tends to 
rise as the population of a country advances, ddns rise 
in price may be counte;racted in the; twe) following w^ays: — 

1st. The introduction of agricultural improvements 
may supply a country with an increased (piantity of food, 
without extending the area of cultivation. 

2nd. The increased (luantity of Ibod reejuired by a 
ce)uiitry whose population is advancing nuiry be supplied 
by foreign importation. 

The effect of the importation of food, either in reducing 
prices or in preventing them rising, ^Vill be fully explained 
in the chapter on inteniational trade. The last few years 
have afforded a striking example of the influence produced 
by the importation of corn. Since the repeal of the corn 
laws a very great increase in our population has taken 
place, but so vast have been the importations of corn, that 
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there has been no rise in its price. It is however mere 
• difficult and costly to import fresh meat than corn ; conse- 
quently, although considerable (plan titles ot‘ fresh meat and 
live stock have been impi^rted, [these importations for 
many years seemed to produce no effect in ch(H?king the 
increase in the price of meat. This incrcfise was very 
marked and rapid up to about the year 1883 ; l)ut since 
'that time there has been no rise in the pr’uie of honn‘ 
grown meat. 4''he upward tendt^ney of the pruni of nu'at , 
in a country like ours, of a rapidly increasing population, ; 
has been checked by greater facilithis of importation, such 
as have followed the disc-overy of the plan of bringing over 
m(‘.at, without freezing it, in chainlMirs where tiu' air is 
constantly kept in motion and at a very low banperatund.J 
The introduction of inqxu’tant agibmitnral improvenu^nts 
has also assisted in meeting the increas(‘d demands for 
food. Drainage has produced fertility, wlnae bcTon^ all 
was us(dess sterility. MoreoviT, new agn<‘ultural imple- 
ments, such as the steam plough, may y(‘t 1 k‘ (l(‘stined so 
much to (.^(;onomisc‘. labour, that land wliich will rjot now 
pay to be cultivated, may be mad(' to ndnrn 0 rc'munerativi* 
profit, without any rise in tiui pric.i', of agricultural produce. 
In the abs(uice, tluTefore, of agricultural improv(Mn(M)ls, it 
may be said that the [irnu^ of agric,ulturai produce is dc- | 
termined by the extent to which i-he dmnand fo)* it has i 
to be satisfied from the soil of tlu^ country jlsel I* 

If the importation of food do(‘s not kcuq) pain' witli tlu* 
increased wa,nts of an advancing 2)opnlation, tlu^ price of 
agricultural produce must inevitably rise. 

The pri(;(^ of mining [)rodu(X‘. is nigulatt'd by laws very 
analogous to thosi^ which determine the price el' agricul- 
tural produce. Mimaal di^posits vary in ri(*.hness, in th(^ 
same manner as land vari(\s in fertility. 8onu^ miims art- 
more expensRa? to work, and Itjss advjxntagetaisly situated 
than others; just in the same way as land may be incon- 
veniently situated, because^ remote from markets. Sup- 
j)ose the price of iron declined one half; a great numbtu- 
of the existing iron mines would at once cease to return 
any profit, and could not be worked except at a very con- 
siderable loss. But people will not contiTiue investing 
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^ See note on p. 80. 
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their capital if they cannot realise upon it an adequate 
profit, and therefore such a reduction in the price of iron 
wouhl cause all the least productive mines to be shut up ; 
the sup 2 )ly of this metal would consequently be greatly 
diminished. If this diminished supjjly sufficed to satisfy 
the demand, the reduction in price might be permanent. 
But if the demand was in excess of the supply, a rise 
in the price of iron must follow, because, without such a 
I rise, no adeipiate induemnent could be offi^red to increase 
the supply by reopiming thos(^ mines which a reduction in 
price had causiul to be closed. It, therefore, appears that 
the supj)ly of iron which is forthcoming at any particular 
time depends upon the price which this metal realises, 
because the price determines what mines can be worked 
at a profit. The following adjustment must therefore take 
place : the demand varies, cceteris paribus, inversely with 
the price, for the greater is the j)rice the less will be the 
demand. On the other hand, however, the supply varies 
directly with the price, because the greater the j)rice the 
greater- will be the supply. If the price is too great, the 
supply will exceed the demand ; if the |)rice is too low, the 
demand will exceed the su2>ply. The price, therefore, must 
be such as to adjust the demand to the sup2>ly. When the 
price reaches this point, it is in a position of equilibrium. 

It is no doubt (piite tnui that th(‘re are constant viiria- 
tions in price, ,which ])reveiit this jiositioii of equilibrium 
being continuously maintained, but this does not lessen 
the importance of ascertaining that such a position of 
equilibrium really exists. The discovery that the planets 
move in ellipses was justly regarded as a most important 
scientific truth, and the importance of the discovery was 
not diminished, although it was afterwards proved that the 
planets are constantly disturbed from their elli2)tic orbits 
by a great number of small perturbing forces. *■ The elliptic 
orbit of a planet may be regarded as a position of stable 
equilibrium, because, as the planet is^ disturbed from this 
position, a force will be generated to restore equilibrium, 
and the intensity of this force, if the disturbing cause con- 
tinues, will so constantly increase, that in the end it must 
prove effectual. In a similar manner a position of stable 
equilibrium is reached when the price of iron is such as 
to eijualise the supjdy to the demand; the price dc^s 
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constantly oscillate about this position, but these oscilla- 
tions cannot exccicd certain limits, because an agency is 
generated, as in the case of the planetary cilliptic orbits, 
to restore the price to its position of equililuium. The 
price so determined has, by Adam Smith and others, been 
termed the natural price. 

As we have endeavoured in this chapter to (‘xplain the 
Tnanner in which an increase or a diminution in tlu) de- 
mand for agricultural and min(‘.ral produce caus(‘s a rise 
or fall in price, it may be nc^cessary to point out that an 
.alteration in the demand is not necessarily accompanied 
by a proportionate ali/oration in ])rice. It will not b(^ 
difficult to show that it is impossible tt) lay down ])rocise 
rules as to the effect exerted on price in any particular 
case by a certain alteration in the d(unand. Thus it may 
someiiimes happen that a rise of 20 pc'r c(3nt.. in tin* de- 
mand may produce an increase of ])ru!e of mon' than 40 
pen- cent., whcireas it may also happen flint an increase of 
20 per c(U)t. in th(‘ dt'iuand may cn'ate an incr(‘as(5 of not 
more than 5 or 10 per cent, in price. The. extent to 
which the price is affected obviously (Uqiends upon the 
difficulty of meeting the increased demand, if, wlum The. rise w 
more corn and coal are reipiired, the additional (;orn can 
be grown on land neaiiy as productive as that pri'viou.sly propor- 
ciiltivated, and if the additional coal can be obtained by thnatc to 
working seams but slightly more expensivi*. to work, then 
it is evident that an increase in the demand may create' f],r 
a much less than proportionate increase in ])ric.e. As mo mi. 
soon, however, as it becomes necessary to resort to much 
less productive sources of supply in order to satisfy an 
increased demand, there may then suddenly occur a rise 
of price which may be out of all proportion to the extra 
demand. The remarks which have just been made sug- 
gest an explaiiation of the great and sudden rise in the 
price of coal which took place in 1872. For many years mse inth^ 
there had been a stqpdy increase in the demand for coal, 
and yet the extra coal was produced without causing any 
important rise in its price. This no doubt arose froTu the 
'ffact that the additional coal recpiired could b(‘ obtained 
without resorting to seams which were more expensive to 
work, and without pressing unduly upon the available 
supply of labour. At length, however, the demand reached 
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a point when it could not be met without resorting to 
much less productive sources of supply. Deeper shafts had 
to be sunk, thinner seams had to be worked, and conse- 
(piently there was a rise in the price of coal sufficient to 
provide compensation for this greater cost in producing it. 
Another circumstance was also brought into operation to 
increase the cost of obtaining coal. When all the work- 
men in any particular industry are employed, there are, in 
the absence of improved mechanical appliances, only two 
ways of increasing the suj)ply of labour. In the first place, 
those who are already employed in the particular industry 
may be induced to work a greater number of hours a day, 
by the offer of higher wages ; or, secondly, labour may be 
imported from other industries. It is evident, whichever 
course is adopted, that a rise in wages must ensue. It 
has, however, been shown that the great rise in the price 
of coal, just alhided to, was to be attributed in a far greater 
degree to the increased cost of getting coal, than to a rise 
in the wages of colliers. From the evidence which was 
given in 1873 before a select Committee of the House of 
Commons, appointed to investigate the causes which had 
produced the rise in the price of coal, it appears that less 
thati one-fifth of the rise which took place was due to an 
increase in the wages of colliers. The increase in their 
wages did not account for a rise of more than 2.9. 6d. a ton, 
whereas the ripe in price at the pit s mouth was certainly 
not less than 1 36*. Qd. a ton. It, therefore, follows that more 
than four-fifths of the increase in the price of coal was 
added as extra profits on all the coal obtained from sources 
of supply th^ were previously worked. As the annual 
output of co^^t that time was about 120,000,000 tons, 
the amount of extra profit thus obtained by the owners or 
lessees of coal mines may be estimated at 60,000,000/. a 
year while the exceptionally high price lasted ; while the 
extra amount annually paid in wages was not more than 
15,000,000/. It can scarcely be necessary to point out 
that this rise in the price of coal imposed as real a burden 
upon the community as if the taxation of the country had 
been increased by an amount equivalent to the rise in the 
price of the coal retained for home consumption. The ^ 
amount of coal used for domestic purposes in this country 
is about, 20,000,000 tons per annum. Assuming that the 
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rise in price was 13s. Gd. a ton, the burden thrown upon ^ook hi. 
the householders of the country was equivalent to the ini- v . 

position of an income-tax which would yield 13,500,000/. 
a year. To obtain this sum an addition of about GJd. to 
the income-tax would be recjuired. Th<‘re is, howc'ver, this 
difference between a burden thus^ imposed upon the ]>eoplo 
and an income-tax which would yield 13 , 500 , 000 /. a year. 

An income-tax is not levied upon very small incomes, 
whereas even the poorest person must bear his share 
of the burden which is imposed by a rise in the price 
of coal. It is also to be remarked that the loss which 
the community suffers from a rise in the price of con,l is 
not to be estimated by simply considering the amount 
of coal which is used for domestic purposes. A rise in 
tlie price of coal must ultimately int^r(‘ase th(‘ cost of 
producing manufactured commodities, and it will be 
shown in the next chapter that th(^ ]>ric(j at which manu- 
factimnl commoditicis are sold to th<‘ cousuukt <lcq>ends 
upon the c<>st of prodmang them. '(’he nation may One com- 
obtain one compe^nsation for tht^ loss resulting from a rise 
ill the price of coal. It cannot be doubted that the com- olthe 
parative cheapness of coal led to very wasteful methods of nrive of 
buniiiig it, both for manufacturing and domestic pur])os(.‘S. 

The rise in its yiriee caused the adoption of many con- 
trivances for economizing its use. As geologists agre.e 
that the available supplies of coal in tliis •country are by 
no means inexhaustible, it is evulent that the prevmition 
of waste is of great importance, not oidy (/O those who are 
now living, but to future getuTations*. 

Many causes have combined to prevent co^ permanently 
retaining the riuiiarkable advance in price smidh it reached 
in 1872. Towards the* close of 1874 the price of coal 
began to decyne, and this decline went on so rn,])idly that 
in about two years time its price had receded almost to 
it 4 S former level. This fall in price nnay be regarded as 
partly due to accuh^ntal circumstances, but no doubt the 

* [As an illustration of the gn^ater economy in the use of coal which 
now prevails, in comparison with former years, it may be stated on the 
authority of a Bpeeoh by Sir Lyon Playfair, M.l*. (Thncit, Dec. 17, 1887), 
that formerly a steamer consumed 2200 tons of coal in carrying BOO tons 
of cargo a certain distance; and that now (1887) the ligures are exactly 
reversed; the steamer consumes 800 tons of coal in carrying, for the 
same distance, 2200 tons of cargo.] 
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fall hajf alfio been partly produced by causes which arc 
certain to come into operation whenever there is a period of 
such exceptional prosperity in a trade, that the profits and 
wages obtained by those engaged in it greatly exceed their 
ordinary rate. With regard to those accidental circum- 
stance's which we have described, it may be mentioned that 
soon after the great rise in the price of coal took place, there 
was a marked change in the general commercial condition 
of the country. The extraordinary activity of trade which 
had continued for many years was succeeded by a period 
of industrial depression, and in no branch of industry was 
I tliis depression more strikingly exhibited than in the 
i falling otf both in the foreign and home demand for iron. 
Jn a single year, between 1873 and 1874, there was a 
I (l(icline of no less than 25 per cent, in the ([uantity of 
|ng iron produced, and even this diminished quantity 
could only meet with a sale at considerably reduced prices. 
Consequently the iron masters not only greatly diminished 
their purchases of coal, but they could only afford to pay 
a much lower price for it. When it is remembered that the 
great development of the iron trade was one of the chief 
caus(^s which contributed to the rise in the price of coal, 
j it naturally follows that the decline of this trade exerted 
I a corresy)onding influence in * reducing its price. This fall 
; in y)rice was no doubt assisted by thci depression in the 
general industrial condition of the country. Coal is of 
course largely us(*d in every industry in which machinery 
is employed, and, consecpiently, inactivity of trade is sure 
immediately to affect the demand for coal. But even had 
there not been this depression of trade, there were other 
circumstances, in operation which would have caused a 
reduction in the price of coal. The exceptionally high 
profits and wages earned in the coal trade led to a largely 
increased production. New mines were opened in all 
directions, new shafts were sunk, all available labour was 
pressed into this particular industry, and in fact every- 
thing was done to stimulate increased production. What 
happened in this case, as previously pointed out, is sure to 
occur whenever any trade becomes exceptionally prosperous. 
Tt is obvious that it would have been impossible for the 
high price of coal to be maintained unless the increased 
production, stimulated in the manner just described, had 
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been accompanied by a corresponding inerc^aso in t.ht‘ de- 
mand for coal. But far from this being the <*ase, we have 
seen that just at the very tim(^ when the lu'w mines that 
had been opened began t© yield their aclditioiial supplies, 
there was a depression of trade, and (tonse(|iieiitly a con- 
siderable falling- off in the demand for coal. The decline 
in the price of coal was thc;refore assist'd by two })uw(‘rful 
circumstances, an increase iti its supply occurring siniu-1 
taneously with a diminution in the demand. 
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I N this chapter the price of thos(3 articles will be consi= 
(lered which were placed in the last of the three 
classes previously enumerated. To such commodities the 
name of manufiictured articles is given ; because the name 
suggests the leading points of diflference between these 
commodities and those the jirice of which was considered 
in the last chapter. It may be tliought that no such 
distinction really exists ; a manufactured article, it might 
be said, is in one sense either an agricultural or a mineral 
product. A piece of linen cloth is woven from flax, which 
is in every sense of the word as much an agricultural 
product as the wheat from which a loaf of bread is made. 
Since, therefore, bread and linen cloth are both made 
from the produce of agriculture, it may appear that the 
laws which regulate the price of one ought to regulate 
the price of the other; and that, therefore, those laws of 
price which were enunciated in the last chapter, with 
regard to agricidtural and mining produce, will etpially 
apply in determining the price of such a commodity as 
a piece of linen cloth. But there is this distinction : the 
value of agricultural and raining produce is almost entirely 
derived from the value of the raw material ; whereas the 
value of the raw material from which a manufactured 
article is made only forms a small portion of the entire 
value of this particular article. The reason of this must 
be manifest to all. Before a bundle of flax can be woven 
into a piece of linen cloth, it must pass through many 
different processes, carried on by many different classes of 
labourers. Not only must all these labourers be remune- 
rated, but the employers of these labourers have advanced 
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capital and invost(;d money in oxponsiv(,^ machinery, and 
for all this outlay they must receive an adequate c!om- 
peiisation. There must, ther('fon\ be such a difference in 
the price of tlie flax in its raw state, and ihv, price of the 
linen cloth into which it is woven, as will serve to giv(‘ both 
to th(^ emj)loyers and their labourers all the i\imnneration 
just pointed (nit. The value, therefore*, of the raw material 
forms only a very small portion (jf the whole value of tin*, 
particular article into which it is manufairtured. It is 
this circumstance which causes the price of nianufactur(*d 
commodities, and the pricii of raw produce, to bt*- regulaU'.d 
by very difliireiit laws. 

. Unless a fresh discovery is made, or unless improved 
machinery and improved methods of ])r(jductiou are in- 
tr<Mluced, it is generally impossible to increase the supply 
of mining pr(jducc‘, witliout r(‘S(a*ting to l(*ss [productive 
sources, or to incj*(ias(‘ tin* sup[)ly of agricultural [produce 
without resorting either to h^ss tcriile lund or t(p imn’e 
(‘xqpi'iisive culture. Such produce then^ilax*, in the absence 
of counkiracitiiig circumstanees, must rise* in [pric(‘ as it 
bec(pnies n(.‘-cessary to increase iho supply, in order fo meet 
a larger dianand. But the same law does ipol. a]p|ply in 
the case of a manufactuivd article*. If it w(‘re knepwn that 
the ([uaiitity of linen cloth reepiired l.o be manufactured 
in this country would im^rease twenty ]P(‘r ci'iit. in the 
lU'xt two years, manufacturers of liiien ^vould have t<p 
ima ease their purchases of raw flax by lAventy })er cent. 
This increased diJinand for flax would cans** its price to 
rise, in obedience to the [)rinciples enunc.iaded in the last 
chapter. This rise in the price of flax would, of course*, 
produce some effect on the priinj of linen ; be(.‘ause the 
manufacturers of th(* linen must be conjpensated for the 
higher price which is paid for thtp raw flax. J:lut since 
the value of the flax forms only a very small portiem of 
the whcple value of the cloth into which it is woven, it 
follows that the rise iip tin* ])rice of the cloth duo to the 
rise in the price of llax will be, comparatively speaking, 
small. Thus we are informed that a rise of lAvonty per 
cent, in the price of flax would not cause tlie price of 
linen cloth to rise as much as flvi* per c(‘nf.. The causes, 
therefore, which affect the price of raw ])rodnce also in- 
fluence the price of manufactured commodities, but only 
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to a limited extent. If we omit the very trifling rise 
price, in a maunfactured commodity, which results fn 
an increased demand for the raw material, there is 
reason why the price of manufactured commodities shoi 
I ill any way be affected by an increased demand for the 
An increased demand for linen cloth to the extent of twen 
per cent, need not necessarily influence any of the eleinen 
I with the exception of thi*. price of the raw material, of whi: 
the cost of producing this cloth is compovsed. Machine] 
need not be more expensive, the wages of labour need n 
necessarily rise; it is even (juite possible to suppose tin 
the production of an article may bi? cheapened as its suppl 
is increased, because when commodities are manufacture 
on a large? scale many of the procc?sses of the manufactui 
can often be economised. For instances division of labou 
makes labour cheaper and more efficient ; machinery o: 
a large scale almost invariably works at less comparativ 
cost than machim?ry on a smaller scale. A steam-engin. 
exerting the same Y>ropelling fonx? as two smaller enginoi 
will originally cost less than th(? two, will consume i 
smaller quantity of fuel, and will not rexpiire the same 
amount of labour to siqierintend it. It is, therefore, (juite 
possible that an increased demand for a manufactured 
article may diminish its price. To illustrate this the fol- 
lowing example may be quoted. An American, Mr 
Nathan Thompson, invented a most ingenious machine 
for sawing and (fitting, in their proper form, the planks 
of which light boats are made. It has been calculated 
that so much labour and time would be saved by this 
machine that the cost of a boat would be reduced at 
least thirty per cent. People, therefore, confidently pre- 
dicted that the machine would be introduced, and that 
boats would inevitably decline thirty per cent, in price; 
but this is too hasty a conclusion. It must be remem- 
bered, that so great is the rapidity with which this 
machine works, that a very few of t^iese machines would 
soon turn out a great many more planks than are re- 
quired in the construction of all the boats which are 
built in a year. The demand, therefore, for boats would 
not be sufficient to keep these machines fully at work. 
This would involve considerable loss. In the first place, a 
machine, when not at work, must be regarded as capital 
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lying idle, and scicondly, the men who attend it would be 
employed irregularly. Such lal)our in always expensive, 
because a man has to receive some remuneration for th(^ 
time when he is not at work. Thcs(^ maeliines, therefore, 
can only exert part of their effect, in reducing the price of 
boats, as long as the demand for boats is not sufficient to 
keep them actively at work. It is not inij)robrtbl(^ that 
this invention will for some time effect no sensible rofluc- 
tion in the price of boats, because in so limitcid a trade 
people may hesitate to introduce expjinsive machines, and 
therefore boats may continue to bo mad(^ according to the 
old plan in spite of thci demunstrat.iHl excell(;nc.e of Mr 
Thompson s invention. But if a nnu^h greater number of 
boats were required to bo made, no doubt thc^se machines 
would be generally introduced, and nothing could then 
prevent a reduction in the ])rice of* boats proportionate to 
the decrease which theses machines had (‘ffected in the cost 
of making boats. 

It frecpuaitly happens that th(^ wagos oi‘ the labourers 
employed in the. inanulacture of a parli(iular commodity 
advance as the demand for the commodity incr(‘JiK(‘s. If 
this occurs, these part icular manufac^turcMl goods will rise 
in price, in order that the employer may be (umipensated 
for the highcir wages he is now obliged t.o pay. Su}q>ose 
that, at a time^ whem the activity of tiu' cotton manufac- 
ture affords constant (‘in ploy men t to all tlvjse accustomed 
to the trade, a iU3W market for our cotton goods is sud- 
denly opened. In order to sjitisfy this m*w demand th(‘ 
cotton manufacture must be extend(‘d ; n(‘w hands will 
hav(j to be imported into the trade, and such untrained 
labour must for a tiim^ be, com})aratively sp(^aking, in- 
efficient, and thmx'fon^ more (‘.xpensive than the labour of 
those who are accustomed to the trade. l"he ]>eriod just 
preceding thi? American civil war aflbrdcKl an (example of 
this. So rapidly was th(* cotton manufa(!ture ext(‘nded in 
c(mse((uence of the Lirgi^ exports of cotton goods to th(' 
East, that the suji]^y of labour in the district proved 
to be i» dequate. The manufacturers, th(3refore, sent 
agents throughout the country in search of labourers, and 
in one agricultural village in the Eastern Counties no less 
than a hundred labourers — including men, women, and 
children — were engaged for the purjx>se of being employed 
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in some of the Lancashire mills. To these persons high 
wages were of course offered, in order to induce them to 
leave their own locality. But such labourers could not 
bo worth so much as those who by practice had acquired 
skill in that trade. The regular Lancashire operatives, 
therefore, obtained a very important ris(', of wfiges ; and 
it is impossible for such a rise of wages to occur without 
incnuising the cost of producing cotton goods. The ques- 
tion, therefore, arist's — By whom is this increased cost 
borne? Would it come entirely out of the manuhic- 
tuHirs’ pockets, or would it be borne by the ])urchaser of 
cotton goods ? The answer to this (piestion will be found 
to involve an explanation of the principles by which the 
price of manufixetured commodities is determined. It 
will, in the first places, be jmjved that the manufacturers 
will be compensated for the rise of wages by a rise in the 
prices received by them from the purchasers of cotton 
goods. When discussing the subject of profits, it was 
yjointed out that the profits of each particular trade ap- 
proximate to a certain average. The constancy of this 
average is maintained by the competition of capital. We 
do not mean to say that the profits of th(^ butcher ap- 
proximate to the profits of the cotton manufacturer, for 
there are causes which must create a permanent differ- 
ence between the profits of thescj two trades. But al- 
though the average profits realised in different trades 
may greatly and permanently differ, yet there is a certain 
rat(j of profit belonging to each trade, which is termed the 
natural rate of profit for that trade. Such a rate of profit 
indicates a point of equilibrium about which the average 
profits of the trade may bo considered to oscillate. Some- 
times they fall short of this point, sometimes they go 
beyond it, but the competition of capital is an agency 
wdiich is ever at work to restore the average rate of profit 
to this position of equilibrium, whenever disturbed from 
it. It is impossible precisely to t^dl what will be the 
av(jrage rate of profit realised in a particular business. 
Let us suppose that, in the cotton trade, it is ten per 
cent, upon the whole capital invested. There is always 
in this country a vast amount of capital ready to be ex- 
changed from one investment to {mother, if the slightest 
{idditional profit can be realised. Such a rapid transfer 
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may be regarded as a proof that the competition of capital 1 
is active. Having, therefore, assumed that the average j 
rate of profit in the cotton trade is t(‘n per cent., let us i 
attempt to trace what will occur if the profits realised in 1 
this trade are, by some disturbing cause, r( educed below 
ten per cent.; this being the natural rate* of profits as de- 
termined by the competition of capital. 

The rise in the wages of the cotton operatives which 
was caused by the incretxsed demand for cotton goods in 
the East, was (|uite sufficient to have reduced the profits 
of the cotton manufacturers from ten to sevtui per cent. 
But if not more than seven per c(mt. were realized, the 
cotton manufacturer would be placed in an exceptionally 
unfavourable position, for it has bc'cn supposed that his 
business, after making allowance for all the various (‘ir- 
cumstaiices connect(,‘d with it, will b(.‘ less remunerative 
than other branch(‘s of industry, unless a profit of ten per 
cent, can be secured. Cotton manufacturers, therefore, 
would show an anxiety to contract, ratluT than to extend 
their operations, for they would be naturally desirous to 
withdraw as much capital as possible from their own com- 
paratively unremunerative. business, and plac(' it in other 
more lucrative investments. The manufiicture of cotton 
goods would consefpiently be diminished just at the time 
wh(!n it ought to be extended, in order to meet the* in- | 
creased demand. But it is easy to show that such a con- ] 
tingency could not actually occur. An increased demand I 
for cotton goods means an increased desire to possess 
them, accompanied with the requisite means to purchase 
them. Those individuals who want cotton goods will , 
much prefer to pay a somewhat higher price for them : 
rather than go without them altogether. Such a higher 
price, therefore, will be offered for cotton goods as will 
compensate The manufacturer for the increased wages 
which he is compelled to pay to his operatives. But the 
demand for a commodity is always diminished if its price 
is increased. The Remand for cotton goods will not be so 
great as it would have been, but for the rise in the price I 
of these goods necessary to compensate the manufacturer 
for the augmented cost "of production resulting from a rise 
in the wages of labour. Hqncc it would appear that the 
price of manufactured commodities is regulated by two 
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priTieiplc'.s. The first of these principles determines the 
average price of a commodity ; this price we have before 
described as a position of e([uilibrium from which there 
may be fre(pient temporary variations. The second prin- 
ciple accounts for these variations, and indicates the laws 
by which they are regulated. The meaning of this may 
perhaps be better explained by referring to an illustration 
already noticed. The orbit of every planet is mainly de- 
termined by the attraction of the sun ; and its orbit, so far 
as it depends on this attraction, is accurately an ellipse. 
But each planet is acted upon by an almost infinite num- 
ber of small disturbing forces, which cause it constantly 
to deviate from an accurate elliptic orbit. Although a 
planet, therefore, never continues even for a short period 
to move in an ellipse, yet for many purposes it is suffi- 
ciently accurate to consider that the ellipse is its real 
orbit. Other phenomena, however, most important to be 
considered, depend entirely upon those small disturbing 
forces which produce the variations in a planet's elliptic 
orbit.* Hence astronomy requires not only that the main 
cause of a planet’s motion should be explained, but also 
that the laws of the disturbing forces which act upon it 
should be enunciated with ecjual care and precision. We 
will now show the analogy which we have been indicating, 
by stating the two principles which regulate the price of 
a manufactured commodity. 

1st. The price of each manufactured commodity must, 
on the average, approximate to its cost of production, 
l^he term ‘ cost of production ’ includes not simply the cost 
of material, and the wages of labour, but also the ordinary 
profit upon the capital employed in producing the par- 
ticular commodity. 

2nd. The demand for a commodity varies with its 
price, and the price at any particular time 'must be such 
as to equalise the demand to the supply. 

With regard to these two principles it may be re- 
marked, that the first controls prices in the following 
manner. The price of any manufactured commodity can- 
not permanently to any considerable extent either exceed 
or fall short of its cost of production. If the price were 
greatly in excess, the producer would secure very much 
more than the ordinary rate of profit; and on the other 
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hand, if the price of a commodity were much leas than i 

the cost of its production, the profits of those who produce 
the commodity would fall materially below the ordinary 
rate. But the competition of capital prevf iits the profits 
of any particular trade continning, for a length of time, 
either above or below the ordinary rate of profit. With 
regard, therefore, to the pricti of a c‘ominodity, its cost of 
production may be regarded as a position of stable equili- 
brium, and whenever disturbtid from this position, the 
competition of capital is at once brought into action, to 
restore equilibrium. Just in the sanu^ way the elliptic 
orbit of a planet may be regarded as a posit ion of stable 
ecpiilibrium : the planet is coTKstanlly disturbed from this 
position, but the attraction of the sun is at once brought 
into operation to restore its equilibrium. 

Although the competition of capital makes the profits The one 
of each trade and the price of* each commodity tend to- 
wards what has been termed the mituial rat(‘, yet it is a uy varh 
matter of ordinary observaiion, that <h(^ri‘ are Umiporary tiomin 
fluctuations in the i)ric(‘S of all comnuxlities which (rorre- ^ 

Spend to the temporary variations in profits which are 
realised in any particular trade. Huch tiunporary fluctua- 
tions in the price of a commodity, and in t hi‘ profits of any 
particular trade, are ])roduced by variations in the <lemand 
and supply. Many sl<riking instances of th<^so variations 
in price, conse(|uont on a sudden variatiorwin the demand 
for a commodity, were aftbrdeil by t he c,ircumstanc(‘s of 
the Ameri(;an civil war. Lid; us take the i;a,se of the Bir- lilustra 
rningham gun trader in 1862, which was thrown into a state ' 

of suddim activity, in consequence of the purchase of a large prinr.iyi 
number of rifles both by the Federal and Ckinfederate fnm tlh 
armies. Before this sudclmi demand arose, the rifle trade 
was in its ordinary condition ; the price of rifles closely tiWae. * 
approximatiur to thc^ cost of producing them, and the na- 
tural rate of })rofit (^onse(picntly prcvailcxl. When, how- 
ever, an unusually number of riflfis was suddenly 

required, the prici; for a time rose, grtvitly above the 
cost of production ; in fact, the cost of ] production tempo- 
rarily ceased to be the controlling forc<^ in regulating tht‘ 
price. These high prices of course stimulated the manu- 
facturers to the utmost activity, and the grciatest possible 
number of rifles was produced which could be manutac- 
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tured by the available resources of the trade. Time is, 
however, required to increase the supply beyond a certain 
point ; the workmen accustomed to a trade are limited in 
1 number; and new workmen cannot acquire the requisite 
I skill without a long and tedious training. Therefore the 
1 supply, even of a manufactured commodity, cannot be im- 
i mediately increased beyond a certain point ; hence a very 
I great and sudden demand for a particular commodity may 
' cause it temporarily to assume the same character as 
I those commodities the price of which has been previously 
i considered ^ and of which the supply is absolutely limited 
I in amount. It was shown that the price of such commo- 
I dities must be so adjusted as to make the supply e(|ual to 
: the demand. 

I Although the price of a manufactured article may vary 
! greatly from its cost of productif)n, yet such . a variation 
I must be regarded as only temporary. If, for instance, the 
I price of such a commodity greatly exceeds the cost of pro- 
I diicing it, unusually large profits are realised by those who 
produce? it, and thus a powerful inducement is constantly 
: held out to increase the supply. But as the supply is in- 
creased, the price will have a constant tendency to decline, 
i until at length the price approximates to the cost of pro- 
duction of the commodity, and the trade is again restored 
to its normal condition. 

In order to prevent a possible misapprehension, it may 
be important to observe, before concluding this chapter, 
that the price of a commodity must be always such as to 
equalise the demand to the supply. This principle is 
equally true, both when the price is disturbed by sudden 
fluctuations in the demand and supply, and when the trade 
is in its normal condition, and the price of the commodity 
consecpiently approximates to its cost of production. Let 
us revert to the example just investigated, and assume 
that a rifle which is ordinarily sold at ol. becomes worth 
10/. owing to a sudden increase in the demand for rifles. 
It has been before remarked, that, v^hen the demand for 
a commodity is suddenly increased, its price may tempo- 
rarily cease to be controlled by its cost of production. 
The immediate available supply is limited; and it is there- 
fore evident, that the increased demand cannot be imme- 
> See Book III. Chap. ii. 
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diately satisfied. The demand of those will, therefore, be 
first met who arc willing to pay the highest price ; but, as 
the price of the commodity rises, the demand for it 
diminishes. Hence the price must continue to rise, until 
at length the demand is so much decreased that it can be 
satisfied with the immediately available supply, or, in 
other words, the demand becomes e(|ua] to the supply. 

It now only remains to describe the pr(»cess which 
equalises the supply to the demand, when a commodity is 
selling at its cost of production ; or, in other words, when 
a trade is not disturbed from its ordinary steady condition. 
Let it again be assumed that a manufacturer of rifles will 
be adecpiately remunerated, and will obtain the ordinary 
profit realised in the trade, if he is abh^ to sell his rifles 
at 5/. each. But, as previously remarke<l, the demand for 
any commodity varies, cevteris j)aribi(.s, with its price. 
Hence it is quite possible that, wlnai rifles are sold for 5Z., 
the demand for them may be either gn attu’ or less than 
the supply. If the first (‘-aso should aris<‘, and the demand 
exceed tlio supply, then tlu‘ price of rifles would soon ad- 
vance beyond oi., and the inaiiufacture.rs of rifles would 
cons(^queutly obtain an (‘xccptionally high niU) of profit. 
If, on the other hand, the demand for rilles at ol. (^acli 
should be less than the supply, the price would become 
less than oZ., and the manufacturers of riiies would con- 
tinue their business at a com])arative loss. * But no branch 
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of industry can permancjiitly continiK^ to b(i in the state ! 
implied by either of the two contingiaicit's just alhnhid 
to ; the competition of capital would, on the one liand, 
prevent manufacturers of rifles permaiieiitly obtaining an 
exceptionally high rate of jirofit; and, on tlie other hand, 
manufacturers would refuse permanently to continue their 
business, if a greater return could be secured by employ- 
ing their capital in some other investment. Let us, 
thercifore, consider wlmt would really tak(^ place under 
the circumstances supposed. 

The case assumes that there are no sudden fluctuations, c^e n 
either in the demand or sup])ly, but that everything con- 
nected with the trade is in a steady condition. The cost hrouffh 
of producing a commodity is composed of two elements ; exceed 
namely, profits upon capital, and wages of labour ; it is, 
therefore, evident, that if either of these elements be 
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increased, the cost price of the commodity will also be 
increased. Thus, when certain wages are paid, the cost 
price of a rifle may be 5t, but if these wages have to be 
increased, the cost price of a rifle may advance from 51. to 
6L The assumption has been made, that if rifles are sold 
at 5Z., the demand will exceed the supply. Suppose that 
the price is slightly advanced beyond 51.] the profits of 
the trade will thus be increased, an additional amount of 
capital will be brought into the trade, and the number 
of rifles made will be considerably augmented. All manu- 
factured commodities, however, need skilled labour, and 
the requisite skill cannot be acquired without considerable 
training. Hence when a trade has to bo extended, com- 
paratively untrained labourers must be employed. The 
skilled labourers already engaged in the trade will con- 
sequently be eagerly competed for, and their wag(is will 
rise. If, however, their wages rise, the cost of manufac- 
turing the commodity will increase; but a rise in the price 
of a commodity exerts an influence to diminish the demand; 
these causes will continue to operate, until at length the 
supply is made equal to the demand. 

In a similar way we can explain the process of e(jualiH- 
ing th(i supply to th(^ dcjmand, when the demand for a 
commodity, selling at its cost price, is less than the supply. 
Suppose this case to arise with regard to rifles. Let it 
be assumed thii<t the cost price of a rifle is 51. , and that at 
this price there will not be so many rifles purchased as are 
manufactured ; the price of rifles niu.st therefore decline ; 
it would, howcv(.T, seem that if they were permanently 
sold at 4/. 105., the manufacturers of rifles would lose by 
their trade, because they only realised the ordinary rate of 
profit ev(m when 51. could be obtained for a rifle. It must, 
however, be borne in mind, that some of those engaged in 
a trad(j often ])osses8 special opportunities for carrying it 
on profitably; their place of business may perhaps be in 
an exceedingly favourable situation, ^or they may them- 
selves have a special aptitude for the business in which 
they are engaged. Again, as remarked in a previous 
chapter, those who possess sufficient capital to carry on 
production upon a large scale often obtain an exceptionally 
high rate of profit. When, therefore, the supply of a 
commodity exceeds the demand, two causes will exert an 
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influence to ec^ualiso the deniand to the supply. Tn the 
first place, if the supply of the commodity is diminished, 
its cost price will also be diminished, because if less of 
the commodity has to be produced, only the most skilful 
workmen in the trade need be employed, and those oidy 
need continue the manufacture of the commodity who 
possess special advantages for producing it most cheaply. 
In the second place, as the price of the commodity is 
Hiduced, the demand for it will incri'ase. Th(‘S(‘ two cir- 
cumstances, acting conjointly, must at hmgth eijualisi? tln^ 
supply to the demand. 

It has, therefore, been shown that, in all casc‘s, there is 
a tendency in constant opcTation to make' the supply of 
a (!omrnodity ecpial to the deniand. 1iiis priruipk' is ecjually 
true, whether the pric(^ of a commodity is simply regulated 
by its cost of jirodnction, or whether th(‘ price tiunporarily 
ceases to be n^gulate.d by t.he cost of production, in con- 
setpience of sudden fluctuations, eitlnu- in the supply or in 
tile demand. 
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rilHE last thr(‘c chapters have l)c(‘ri dc‘V()tccl to an inves- 
X. tigatioii of tile laws which n‘giilatc the) jiricc of various 
commodities. The course usually followed by political 
economists, is in the first placid to treat of the value of 
commodities, and to defer any discussion of the laws of 
price until the functions of money have been fully ex- 
])lained. * In pursuing this course, they perhaps adopt a 
logical method, because money, as a medium of exchange, 
must necessarily be involved in the meaning of the teith 
price. It has, however, been thought expedient to adopt 
the course pursued in the last three chapters, because the 
investigation of a subject which must always be comjili- 
cated is rendered more difficidt by speaking of the value 
of a commodity instead of its price; the public almost 
invariably speak of the price of a commodity, and seldom 
consider its value by directly estimating the ([uantity of 
every other commodity for which it will exchange ; more- 
over, the last three chaptei’s, although relating to price, 
have not required anything to be assumed, with regard to 
the laws of money, which was not quite sedf-evident. 

It has been already remarked, that price is a particular 
case of value. Every country, as it emerges from barbarism 
into the first stages of civilisation, hjis found it absolutely 
necessary to select some substance as a medium of exchange. 
Without such a medium, every trading transaction must 
be conducted by direct barter; the inconvenience of a 
system of barter is evident, for if the owner of a stack 
of corn wished to obtain clothes or fuel in exchange 
for his com, he would be obligc‘d to find some other 
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individuals who arc willing to give him clothes and fuel 
for the corn which he offers. Commt'rce, hainperc'd by 
such impediments, could never advance b(^yond its rude 
b(‘ginning. Conse(juently, in each civilised nation, some 
substance is sure to be adopted as a medium of exchange, 
by the universal consent of society, A medium of ex- 
change provides a standard witli which to conipan* tlu^ 
value of every commodity, and by mt‘ans of which tlui 
exchange of commoditie s is lacilitated in a most imjjortant 
degree. Any substance may be. sede^cted a.s this medium 
of cjxchange ; it has, howev(*r, bec‘n generally found most 
advantageous, for reasons which will 1 h‘ ])r(!stintly stated, 
to choose the prexdous metals as a meelium of (exchange. 
But various other substances havi‘ be^eai used for a similar 
pur])os(i by different nations. TIu‘ CIiin(‘S(‘ have used 
])ressi‘d cubes of tea as tht.ir money; Si>m(^ African tribe's 
(aiiploy the shells (‘alh'el e*.owri(^s. It must, then'fore, be 
borne in mind that it is not e'.ssential that mone'y should 
bei compose'd of the precious me'tals ; whatever substance 
is adopted, by the general consent of society, as its 
inedium of exchange, ought propc^rly to be considc'red 
the money of that (iommunity. Thus, in Cliina, money 
has consisted of those presseel cubes of tea we have'. s})okeai 
of ; and, in Africa, the cowrie shells must be n'gareled as 
money. The money of our own, and of almost every other 
country, has so le)ng been made of the jirecious metals, 
that we are naturally led to associate money with one e>r 
ine)re of the precious metals. If, howeveT, in any country, 
some substance is maele to ])erform thei functions of money, 
that substance is as justly entitled to be considered 
money as our own gold and silve:r coin. Even those 
nations enjey the great advantage of pejsseussing money, 
although the\^ estimate the value of commodities by cubes 
of tea, and by cowrie shells, anel exchange their goexls for 
these substances, instead of buying and selling, as we do, 
for gold and silver. ^Such money, it is true, is rude and 
inconvenient, but even the possession of the rudest money 
indicates a great advance in civilisation beyond those 
tribes who have no money at all, and who are, therefore, 
^O^pelled to conduct every trading transaction by barter. 

^ ^e reason why the precious metals are almost universally 
employed as moiuy, in preference to any other substance, ' 
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will at oiico become evident by considering the purposes 
which money htxs to fulfil. The functions of money may 
be divided into two leading classes. 

1st. 'Money serves as a measure of value. 

2nd. Money is a universal medium of exchange. 

We will proceed to consider the first of these functions. 

' Measure of value ’ may perhaps with advantage be re- 
placed by the expression, measure of wealth. Without 
some such measure, the amount, either of a nation’s or of 
an individual’s wealth, could only be stated by enume- 
rating a long catalogue of commodities. Instead of saying 
that a farmer is worth 9,000^., we should bo able to 
tbrni no other estimate of his wealth except by making an 
inventory of his posse.ssions. The number of cows, horses, 
[>igs, sheep, the (juantity of corn, &c. he poss(jsse(l, would 
all have to be separately enumerated. The value of a 
man’s property is a meaningless phrase, unless there is 
sonn^ recognised standard of value. The value of a com- 
modity is always supposed to mean its exchange value, 
for unless it has some exchange value it is not, in [)olitical 
economy, considered to have any value at all. No com- 
modity can be more usefid than water, but, as previously 
remarked, it is not wealth. J t has in faet no cxcliange 
value, because when, as is usually the case, it can be freelj 
obtained, nothing will bo given for it in exchange. But ik 
meaning can be assigned to the expression, exchange valiu 
of a commodity, unless it is known for what other conn 
modity it is intended to be given in exchange. It is at 
correct to say, that the exchange value of a sack of wheat it 
a ton of coal, or a bari’cl of beer, as it would be to estimab 
the value of the wheat by so much gold and silver. Every 
lining, therefore, with regard to the value of commodities 
OT the amount of wealth, is completely vague and indefi 
riite, until society has agreed to select some particulai 
substance with which the value of all commodities may bi 
compared. Such a substance becomes an universal standard 
or measure of value, and thus has attached to it the firs 
of the two characteristics which entitle a substance to b 
considered as money. It is not necessary to select th 
precious metals for this standard of value, although the; 
possess for this purpose many advantages which cannot b 
claimed by other substances. 
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Suppose a nation agreed to adopt wheat as the general 
measure of value, the value of all commodities would be 
referred to wheat as a standard, wealth would be estimated 
by so many quarters of wheat, and it would, under this 
supposition, be correct to say, that the price of an article 
was not so many pounds sterling, but so many quarters of 
wheat. One of the purposes, therefore, which money is 
intended to fulfil would be in this manner attained, for 
there would be one recognised substance to which the 
value of all other commodities might be referred. But 
when we proceed to consider the second important function 
which money is intended to perform, namely, a general 
medium of exchange, it will at once be understood that it 
would be impracticable to have such a substance as wheat 
for the money of a country. 

When a nation possesses not only a mcasurt^ of value, 
but also a general medium of exchange, every trading 
transaction is facilitated in the most important manner. 
There will then be a standard, by comparison with which 
the value of any c<unmodity can be ascertained, and when 
the value is thus known, the commodity may be exchanged 
for a certain (quantity of the substance thus chosmi for 
the money of the country. But the fundamental charac- 
teristic of money is that it is a general medium of ex- 
change ; or, in other words, any commodity which may be 
recpiired can be obtained by money. When, therefore, 
an individual exchanges a commodity for money, he 
obtains that which will give him the power of purchasing 
any article which he may require; in this mamuir the 
great inconveniences of barter are obviated, for \inder a 
system of barter a person who possessed one commodity 
could not without great difficulty exchange it for any 
commodities he might require. For instance, the owner 
of a quantity of wheat, if he wanted meat, fuel, or clothes, 
would have to search for those persons who were willing 
to give him these a^rticles in exchange for wheat. Since 
an universal standard of value is provided by money, 
the values of all commodities arc known and registered by 
this standard ; or, in other words, the price of all commo- 
dities can be ascertained, since the price of a commodity 
is its value estimated in money. Money, therefore, enables 
the amount of w’ealth to be estimated, and when the price 
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of coinniodities is ascertained, the purchasing power of 
any sum of money is known. 

The chief purposes which money is intended to serve 
have now been explained ; we can, therefore, at once pass 
on to consider the particular qualities which should be 
possessed by any substance which is used as money. In 
th(i first place, it is most important that any general 
standard or measure should vary as little as possible. 
For instance, all distances are referred to a certain stand- 
ard unit of length. How endless would be the confusion 
if this standard varied ! A mile represents the same 
distance as it did a century since, and therefore, when a 
mile is mentioned, there can be no doubt as to the dis- 
tance intended to be expressed. Weight, in a similar 
maimc'r, is referred to a certain invariable standard ; and, 
therefore, if it is said that the weight of a body is so 
many tons, there can be no ambiguity as to the weight 
which is meant to be described. It is, of course, quite as 
important that a standard of value should bo as invariable 
as the nature of the case admits. It is obvious that it 
is impossible to obtain an absolutely invariable standard 
of value, because the value of every substance which is 
known to us is liable to variations. Some substances are, 
however, liable to much greater fluctuations in their 
value than others, and it is evident that these arc quite 
unfit to fultil the functions of money; the substance selected 
to be used as money should be liable to as few and as 
I slight variations in its value as possible. This qualifica- 
tion is possessed in a high degree by the precious metals. 
If gold and silver were liable to as great fluctuations 
in value as wheat and cotton, it is manifest that money 
would be no uniform standard of value, although a pound 
sterling might always contain the same tpiantity of gold. 
The value of wheat and cotton fluctuates witfi almost every 
variation in the weather, and with almost every change in 
the politics of a nation. Unpropitiops seasons have often 
been so destructive to the harvest, that wheat has been 
forced up almost to a famine price. These seasons of 
scarcity are now, so far as concerns our own country, in a 
' great degree obviated by free trade, since wc are now no 
j longca’ restricted to our own soil for our supplies of corn. 

I But even since the passing of free trade, there have been 
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great variations in the price of wheat. In the year 1 m. 
1854, wheat was 905. a quarter, in 1856 wheat Wcxs 40s. v ^ 
a quarter. The value, therefore, of any commodity not 
liable to such fluctuations would be, when compared with 
wheat, more than twice as great in 185G as in 1854, as- 
suming that gold remained constant. A ton of coal, for 
instance, would sell at the same money in 1856 as in 1854, 
but it would exchange for more than twice as much wheat 
in the former year as in the latter. If, therefore, wheat 
were chosen by a nation as a general standard of value 
instead of gold and silver, the value of all commodities 
estimated in wheat, or, in other words, the price of all 
commodities, might rise more than 100 per cent, in the 
short space of two yc^ars. Such great and sudden irregu- 
larities in price would throw commercial iTansactions into 
inextricable confusion. It is, therefore, iwident that a sub- 
stance should be sehicted as money which is subject to the 
smallest possible fluctuations in valiu^ ; upon this quality 
mainly depends the clficiency wdth which moiu'y can fulfil 
the functions which are required from it, as a standard 
of value. 

Let us now inquire what qualities money ought to Jsa 
possess, in order that it should become a convenient 
medium of exchange. In the first place, the substance jiioney'^ 
chosen as money must possess an intrinsic value of its slwuidpos- 
own. This may appear to be contradicte^l by the fact 
that a portion of the money of England and many other ^,alue ' 
nations consists of bank-notes. In England, a person 
considers a Bank of England note for 10^. to bo in every 
respect as valuable as ten sovereigns, yet the note has no 
intrinsic value whatever; thousands of such iu)tes might 
be manufactured for a few shillings; whereas the ton 
sovereigns for which one of these notes can be exchanged 
have an intrinsic value of their own ; if they were melted, 
they would be as valuable in bullion as in coin. The bank- 
note derives none of i^bs value from the substance of which 
it is composed ; it is simply a written warrant of a promise 
Ho pay, whenever demanded, the sum which it represents, 
uf all believe that this promise is certain to be strictly 
Ifulfilled, there can be no reason why the note should not 
Pb as freely accepted as money. But a nation can never 
ffeel this entire confidence, either in the promise of the 
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State or of private individuals, until Government becomes 
firmly settled, and commercial credit securely established. 
It is, therefore, necessary that the substance which is 
chosen as money should possess an intrinsic value. It 
has been explained, in a former chapter, that a substance 
acquires value from the conjunction of two qualities: in 
the first place. Labour must be employed to obtain it, 
for the most essential necessaries of life, such as water 
and air, have no exchange value, if spontaneously supplied 
by nature ; secondly, no substance can have value unless 
it can be made to satisfy some want, or gratify some de- 
sire, of man. Hence, in order that the substance chosen 
as money should possess an intrinsic value, it must in the 
first place require labour to obtain it, and secondly, it 
must be regarded as useful for other purposes than being 
employed as money. 

The last requisite possessed by money, upon which we 
shall remark, is, that it should be a commodity suffidiently 
expensive to contain great value in a small bulk. If this 
were nut so, whenever any valuable article was sold, the 
money which it realised would be extremely cumbrous, 
and inconvenient to carry about, in consecpience of its 
great weight and bulk. If we possessed no money but 
our copper coinage, the copper money e(}uivalent fco ten 
sovereigns would be a heavy load ; and the inconvenience 
would bo still greater if a less valuable metal than copper, 
such as iron, were selected. 

Having now remarked upon the qualities which ought 
to belong to a substance which is used as money, we shall 
be in a position to appreciate the great advantage which 
the precious metals possess, as money, in comparison with 
any other substances. The first retjuisite is, that the 
substance of which money is composed should be liable 
to as few variations in value as possible. (5old and silver 
both fulfil this condition in a very striking manner. A1 
though, as will be explained in a sujjsequent chapter, th 
discovery of new gold and silver mines may so mud 
increase the supply of these metals as permanently t 
affect their value, yet they are liable to much less vark 
tion in value than is probably the case with any othe 
substance. Changes of temperature so much affect th 
growth of agricultural produce, that the abundant cre 
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of one year may be succeeded by great scarcity in the 
next. Such causes, however, can in no way influence the 
productiveness of mines. The demand for some commo- 
dities varies almost from day to day, and the variation 
causes those constant fluctuations in price, alluded to in 
the last chapter. Gold and silv(3r, cxc{‘,pt when used as 
money, are chiefly employed for the manufacture of 
ornaments, and various articles of luxury. Now it is 
evident that the demand for gold and silver plate docs 
not vary greatly from year to year. The period since 
the gold discoveries may seem to ofler an exception to 
the constancy in the value of the precious metals; for 
some years after the gold discoveries of California in 
1848, and those of Australia in 1850, the annual yield 
of gold was increased at least 300 ])er emit. During the 
last few years some silver mines of such extraordinary 
richness have been discovered, especially in the United 
States, that the annual aggrt'gate production of silver has 
increased from 7,000,000/. sterling to 28,000,000/. sterling'. 
There is no (luestion of the day more im])ortant for the 
political economist to discuss than to tracci the eflects of 
these recent discoveries of the precious metals. This must 
be reserved fora separate cha])ter. Although it is not im- 
probable that the value of gold and silver may in future 
years be depreciated by these or other discoveries, yet 
such sudden changes in the annual yield, arc extremity 
rare. In fact, history affords no other similar instance, 
except the discovery of the gold and silver mines of the 
American continent, at the time when the New World 
first became known to the Old. It is not, therefore, ni'ces- 
sary for us to qualify our remark, that gold and silver are, 
as a general rule, subject to smaller variations in value 
than almost any other substances. 

The secou(f of the enumerated qualities which ought to 
belong to money is, that it should possesvs an intrinsic 
value of its own. Nations, oveii from a remote anti(juity, 
have always placed *a great value upon gold and silver. 
Ancient remains prove that the most costly and highly 
wrought ornaments have long been manutactured from 
gold and silver. It is no wonder that ornaments in 
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^ Many statistics relating to the precious metals have been kindly 
furnished to me by Mr Stewart Pixley. 
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their singular brightness gives them beauty, and it is a 
beau tv which is scarcely effiiced by time. Iron soon rusts 
and decays, copper soon becomes corroded, but golden 
ornaments are dug up from the bogs of Ireland in almost 
as perfect a state of preservation as when they adorned 
the priniicval inhabitant of that island; and the golden 
ornaments discovered by Dr Hchliemann in Asia Minor 
although they perhaps belong to a pre-Homeric age 
perfectly pniserve their colour and lustre. The great 
malleability of gold and silver gives the workman abun- 
dant o[)portunity to display his artistic skill. Moreover, 
gold and silver have always been sufficiently rare to be 
osti'omed for their scarcity. 

The great value possessed by these metals gives them 
the third essential ([uality which ought to belong to 
moiuy; namely, that it should contain great value in a 
small bulk. It should also be remarked, that gold and 
silver possess other qualities which make them specially 
adapted to fultil the functions of money; these metals are 
extremely durable, and they can be coined with facility, 
because they can be divided, without any diminution of 
value, into portions containing any assigned quantity or 
weight. 

All these considerations combined cause gold and silver 
moneij. purposes of money far more completely than 

any other substances. It is true that our own country, 
and several others, have copper, or rather, bronze, money 
in addition to gold and silver. Bronze, though very much 
less valuable than gold or silver, is very convenient for small 
payments. A piece of gold or silver, which in value woidd 
represent a penny, would be almost too small an object to 
be perceived ; and on the other hand, if bronze were used as 
the only money, any large payment would require a weight 
of money too great to be carried by an individual. 

Conveni- Although the metallic currency of this country is com- 
ewee of , posed of gold, silver, and bronze mfiney, yet it is found 
e/i/tc?’ ijohl convenient that only one of these substances should be a 
or silver «« general standard of value. The substance thus selected is 
l^an^rd Countries, however, have adopted silver in- 

^ ‘ * stead of gold, as a general standard of value. We shall 

be able easily to explain why, in a wealthy country like 
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England, gold is a better standard of value than silver. 
In the first place, gold is the more costly metal of the 
two, and it therefore contains greater value in proportion 
to its bulk. Secondly, it has been found by experience 
that the cost of obtaining gold, and consecpieiitly the 
value of gold, varies less than the value of silver, and 
sufficient has already been stated to show th(^ importance 
of possessing, as a standard of value, that substance whose 
value is most uniform. 

It has, however, been frequently proposed to make both 
gold and silver a general standard of value, and the adoption 
of such a plan would involve what is t(‘chnlcally termed a 
double standard, or bi-metalism. Various reasons may be 
stated which will prove that such a doubh^ standard is ex- 
tremely undesirable. We have aln'ady pointed out the in- 
conveniences consecpient upon any variations in the value of 
the substance which is adopted as the standard of value. 
Gold and silver are both liable to fluctuations in value ; 
these metals, for instance, may at any time*- be cheapened, 
in consequence of tlie discovery of productive mines, and 
on the other hand, the cost of obtaining gold and silver 
may be increased by the gradual exhaustion of the richest ' 
gold and silver mines. If, however, gold and silver are 
both adopted as a standard of value, the uniformity of 
this standard will be affected by variations in the value 
of two substances instead of one. For in^itance, let it be 
supposed that the value of silver is reduced five per cent., 
in consequence of the discovery of some rich silver mines. 
Let it also be assumed that nothing has occurred to affect 
the value of gold; consequently, the value of silver, esti- 
mated in gold, will be dei)reciated five per cent.; or, in 
other words, an ounce of gold will exchanges for five per 
cent, more silver than it did previously. Now a double 
standard implies that any person who has a payment to 
make can use his own discretion as to whether he shall 
pay the amount in gold or silver. If, therefore, the case 
just supposed shoula arise, and the value of silver should 
be depreciated five per cent., it is manifest that every 
person who had a debt to discharge would take advantage 
of this depreciation, and all payments would consequently 
be made in silver instead of in gold. The result would 
manifestly be, that the amount to be paid would be re- 
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diiccd five per cent., and the amount to be received would 
consequently in every case be diminished by a similar 
amount. It is evident that this unfortunate and most 
mischievous disturbance in the terms of monetary con- 
tracts is avoided if gold is the only standard of value. 
The bi-metalists, however, in view of the recent deprecia- 
tion in the value of silver, contend that a considerable 
influence might be exerted to maintain the value of silver 
if a general agreement were arrived at to . iix by the 
relative value of silver and gold; the proportion suggested 
is usually 15.^ to 1. Although some influence might thus 
be undoubtedly exerted to arn'st the fall in the value 
of silver, yet we believe it would be as impossible per- 
manently to fix, under all circumstances, the relative value 
of gold and silver as it would be permanently to fix the 
relative value of any other two commodities. A law 
might be passed declaring that a ton of coal should 
exchange for a sack of wheat; but if through the dis- 
covery of richer deposits of coal it cost loss to produce 
a ton of coal than a sack of wheat, a ton of coal would 
inevitably become less valuable than a sack of wheat. In 
the same way, if it became less costly to procure 15^ 
ounces of silver than it was to procure one ounce of gold, 
the value of silver would not as rapidly decline compared 
with gold as in case of an ordinary commodity, because, all 
persons being ^anxious to pay their debts in the metal 
which it cost least to produce, the demand for silver would 
be increased, and its decline in value might for a time be 
arrested. The value of .silver and gold, however, must 
ultimately be regulated in the same way as the value of 
other commodities, i.c. by their cost of production; *and 
consequently the result of bi-rnetalism, or the adoption of 
a double standard, must be to throw an uncertainty over 
all trading transactions by increasing the probability of 
debts being liquidated in a depreciated metal. 

It must not be imagined that England has a double 
standard, because silver and copper money form a part 
of our metallic currency. Our silver and bronze money 
must be regarded as subsidiary coftis, and by a very simple 
arrangement all the advantages are enjoyed arising from 
the employment of such coins, without any of the incon- 
veniences which belong to a double .standard. It is fixed 
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by law, in this country, that each silver coin should con- 1 
tain a certain quantity of silver, and it is also further 
enacted that these coins should exchange for, or, in other 
words, be equivalent in value to, a fixed quantity of gold. 
Thus a shilling always contains the same quantity of silver, 
a sovereign always contains the same ([uantity of gold, 
and twenty shillings arc made equivalent in value to 
one sovereign. The silver, howevc^r, whi(‘,h is contained 
in twenty shillings is not really equivalent in value to a 
sovereign, for if the shillings were molted down, the silver 
which they contain would not purchase so large a quantity 
of gold as is contained in a sovereign. The Mint, there- 
fore, obtains a profit on the silver which it coins; in fact, 
our silver coinage may be regarded as a slightly dc‘pre- 
ciated currency. The Mint, however, is not permitted to 
issue more than a certain amount of silver coinage, and 
the reason why a silver coinage is, as it wc^re, slightly 
depreciated, may be readily explained. For suppose that 
the weight of gold in a sovereign, and tln^ weight of silver 
in a shilling, had in the first instance been so arranged 
that the (juantity of silver contained in twenty shillings 
had been exactly ecpiivalent in value to the gold contained 
in a soven.ugn. If this plan had been adopted, any subse- 
quent rise in the value of silver compared with gold would 
have made it profitable to melt silver coin, and sell it as 
bullion. The silver coinage of the country would thus be 
constantly liable to be absorbed, for the purpose of being 
melted down ; therefore, one of two things would occur, 
either the country would soon lose its silver coinage, or 
the Mint would have to bear a heavy loss ; since, if silver 
rose in value compared with gold, the Mint w<juld mani- 
festly lose upon all the silver coined, and an unlimited 
amount might be demanded as long as it continued pro- 
fitable to melt silver coin. 

Such a contingency is, however, obviated by the judi- 
cious regulations which control the Mint. For since twenty 
shillings, although they exchange for a sovereign, do not 
contain an amount of silver equivalent in value to a 
sovereign, it is rnanifdStly unprofitable to melt down our 
silver coinage, and sell it as bullion, unless there should 
bo a very considerable rise in the value of silver compared 
with gold. The plan adopted by our Mint prevents any 
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profit being realised by the melting of silver, unless the 
rise in the value of silver should be very considerable. In 
the currency of France the amount of silver contained in 
its silver coinage is much more nearly equivalent in value 
to the gold coinage for which it exchanges, than is the 
case in our own currency. For instance, the gold coin 
termed a ‘ Napoleon ’ is said to represent twenty ‘ francs ; ’ 
and if four 'five-franc* silver pieces were melted down, the 
silver which they contain was, at the time the standard 
was fixed, as nearly as possible cfjuivalent in value to the 
gold contained in a ‘ Napoleon.* If therefore anything 
should occur to increase the value of silver compared with 
gold, it would become profitable to melt the silver coinage 
of France and exchange it for gold. The melting of the 
French silver coinage? no doubt took place on a large scale 
during the time when there was a rise in the value of 
silver, consequent on the increased demand for silver to 
be exported to India, chiefly in payment for the greatly 
increased quantities of cotton that were purchased at very 
high prices from India during the American civil war. 
Gold took the place of the silver coinage which was thus 
melted. . 

We have described our own silver coinage to be, as it 
were, a slightly depreciated currency ; it might therefore 
be supposed, that a person would incur a certain risk of 
loss if he were compelled to accept silver instead of gold 
in payment of a debt due to him. But in order to obviate 
such an occurrence, a law has been passed, which enacts 
that silver shall not be a legal tender for any amount 
exceeding 405., and pence are not a legal tender for any 
amount exceeding 1 s. Silver and copper money may, there- 
fore, be regarded as merely subsidiary coins ; and thus all 
the advantages of having convenient coins to discharge the 
smallest payments are obtained without any of the dis- 
advantages which belong to a double standard. 



CHAPTER VI. 


ON THE VALUE OF MONEY. 

1 ^0 the expression ‘value of money/ an ambiguity of bookiii. 

. mtjaning is attached, which it is necessary clearly to . . 

explain. The value of mom^y luLs a popular signification, j DUtinc- 
which is quite distinct from its scientifut meaning. If | 
the ‘ City article’ of any daily newspaper is perused, it will | 
be perceived that the value of money is considered to be j and sden - , 
synonymous with the current rate of interest. Thus the | 
value of money is said to b(i increasing, whc‘.n thti rate of 
interest is rising. What is known as the Hank-rate of 
discount is the measure, at any parlicular tiuu‘, of the 
value of money, wluu'e this expression is regarded as sig- 
nifying the curnmt rate of interest. The Uovcriiors and 
Directors of the Bank of England announce from time to 
time, usually at their weekly meetings, the terms on which 
they will discount bills, or, in other words, the interest 
which must be paid by those who wish.tcmiporarily to 
borrow money from the Bank. In the language, tluTefore, 
of every-day life, the value of money is consideriul to be 
represented by the Bank-rate of discount; the valuer of 
money is thus said to rise, as this rate of discount advances, 
and to fall, as the rate of discount declines. 

It may be gathered, from the previous remarks on value The aden- 
and price, that the expression ‘value of money’ has another 
and very different meaning. In political economy the %pression. 
greatness or smallness of value is estimated by the power 
which a commodity has to obtain other commodities in 
exchange for it. If* a sack of wheat will, at the present 
time, exchange for a greater quantity of coal, of meat, and 
of every other commodity than it would have exchanged 
for a twelvemonth since, it may be said that the value of 
wheat has risen. If, on the other hand, the wheat ex- 
changed for a less, instead of a greater, quantity of coal, 
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meat, &c., the value of wheat would be described as having 
fallen. In a similar manner, if a certain quantity of gold 
would, at the present time, exchange for a greater quantity 
of coal, of meat, and of every other commodity, than it 
would have exchanged for a twelvemonth since, it would 
be said that the value of gold had risen ; on the other 
hand, it would be affirmed that the value of gold had de- 
clined, if the gold exchanged for a less, instead of a greater, 
(juantity of those articles just enumerated. But when it 
is said that gold exchanges for a greater quantity of any 
commodity, it is, in fact, asserted that the price of this 
commodity has fallen ; and again, when gold exchanges for 
a diminishc^d (luantity of any commodity, the price of the 
commodity has increased. Suppose that, a twelvemonth 
since, the gold contained in two sovereigns would exchange 
for a sack of wheat, and that now this gold exchanges for 
two sacks of wheat, it is manifest that the value of gold, 
estimated in wheat, has increased twofold in the course 
of a twelvemonth, and conse<iuently the price of wheat 
during this period has diminished in the same ratio ; for 
wheat has, according to this hypothesis, during the tilnc^, 
declined in price from 40.y. to 20.9. a sack. When there- 
fore, in political economy, the value of the precious metals, 
or the value of money is spoken of, the purchasing power 
of money is referred to; or, in other words, the power 
which money has to obtain other commodities in exchange 
for it. It must, therefore, be distinctly borne in mind, that 
although men of business consider the value of money to 
be represented by the rate of interest, yet the signiticatioii 
which is here attached to the expression ‘value of money’ 
is such as to describe the value of money to be great 
when prices are low, and to be small when prices are high. 

A few lines above it was remarked that the value (A 
money is the same as the value of the precious metals m 
which it is composed. This statement may perhaps require 
some elucidation. Our readers have no doubt frequently 
observed that the Mint price of gold is 3/. 175. 10|d. per 
oz. This price is fixed by law, and if an individual takes 
gold in the form of bullion to the Mint, the authorities 
are compelled by law to purchase it from him, at the price 
of 3i. 17.9. per oz. The price of gold therefore, con- 
sidered as metal, is by Act of Parliament fixed at an 
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invariable amount. This is not the case with any other 
metal, for we are all aware that the price of a ton of iron, 
or a ton of tin, varies greatly from time to time. It 
will now be explained what is really meant by the price 
of gold being thus permanently fixed by law. 

The fixed price which is given to gold by law is not 
un frequently the basis of most erroneous conclusions. 
Some persons who profess to be authorities on monetary 
affiiirs decide, in the most off hand manner, that the value 
of gold was not affected by the gold discoveries, grounding 
this opinion upon the fact that the })rkje of gold has re- 
mained unchanged. They say an ounce of gold now 
realises exactly the same price, namely 3L I7s, JOAd, as 
it realised before the gold discoveries. How then, they 
ask, can the value of gold have declined, whilst its price 
remains unaltered ? But this constancy in the price of 
gold only proves that the quantity of gold in a sovereign 
remains the same. The Mint authorities give 8^. 1 7s. lOJd 
for an ounce of gold, because they know lhat there is just 
sufficient gold in an ounce to manufacture three soveixrgns, 
and that portion of a sovereign which is rc^presented by 
176\ 10|d Since, therefore, th(‘ price of gold remains 
constant, we may speak of gold and bullion as synonymous 
with the value of gold when converted into coin. The 
value of gold money, therefore, is regulated by the same 
laws as those which regulate the value of .gold in bullion. 
In order, therefore, to investigate the value of money, it 
will only be necessary to apply those principles already 
enunciated which regulate the value of mineral products. 

It is very important to keep most distinctly before the 
student s mind, that money is composed of substances, the 
value of which is re’gulated in the same manner as any 
other ordinary commodities of trade. The subject of 
money is reridered confused and difficult, because, in con- 
sequence of the phraseology which is often employed, a 
belief is encouraged that there is something mysterious 
connected with ev5ry economical question relating to 
money. It will be remembered that in discussing the laws 
of value and price, commodities were divided itito three 
distinct classes, and these three classes were separated from 
each other respectively by the following characteristics. 
In the first class were placed all those articles whose 
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supply was absolutely limited ; in the second class, all pro- 
duce was included the supply of which would, if increased, 
involve a greater proportionate expenditure of labour and 
capital ; and, in the third and last class, were enumerated 
all commodities whose supply might be increased without 
any practical limit. 

The commodities belonging to the second class were 
described in general terms, as agricultural and mineral 
produce. The laws of value and price which apply to this 
class were expounded in Chapter IJJ., Book ill. These 
particular laws therefore will have to be applied in order 
to establish the principles which regulate the value of 
money; because, as above remarked, the value of money, 
and the value of the precious metals of which it is com- 
posed, are synonymous expressions. It is hardly necessary 
to repeat, that the fundamental conclusion established in 
the chapter just referred to, may be expressed in the 
following way. If the demand for agricultural or mineral 
produce renders it nccessfxry so to increase the supply 
that resort must be had to less productive sources, the 
price, or, in other words, the value of such produce, will 
rise, in order to compensate the augmented cost of pro- 
duction. It is true that this law is not brought so dis- 
tinctly or so immediately into operation, in the case of 
mineral as in that of agricultural produce, because mining 
is far more speculative and uncertain than agriculture. 
This uncertainty is most strikingly apparent in those mines 
which are worked for the precious metals. Thus the gold- 
digging of Australia has the character of a lottery. If a 
man cultivates a plot of ground, he can calculate approxi- 
mately the average produce it will yield, and the profit 
that will be left to him ; but an Australian gold-digger 
cannot know beforehand whether the claim, upon which he 
purchases permission to dig, will prove a complete blank, 
or will contain nuggets sufficient to make him a rich man 
in a few days. Although it may appear impracticable to 
apply the principles of economic scibnee to a branch of 
industry so speculative and so irregular as gold-digging, 
yet the Australian diggers are of course influenceu, in 
commencing and continuing gold mining, by the average 
amount of the gains realised. If the gold-fields became 
more productive, a greater number of diggers would be 
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attracted to them, and the same effect would be produced 
if the gold that was found became more valuable. 

Agricultural and mineral produce, consistently with the 
law above enunciated, becomes more valuable, or in other 
words, rises in price, as it becomes necessary to increase 
the supply, in order to meet an increased demand. An 
increased demand for corn and meat is caused by an in- 
creased consumption of food, and wo are all aware of the 
various circumstances which may affect the demand for 
such minerals as coal, copper, and iron ; the demand for 
these minerals increases with every extension of com- 
merce. Let us, therefore, in({uire. Is there any differ- 
ence in the nature of the causes which affect the de- 
mand for the precious metals ? Gold (and. the same 
remark applies to silver) is devoted to two distinct pur- 
poses. 

1st. Gold is employed as an ordinary article of com- 
merce. 

2nd. Gold is the substance from whicli a great portion 
of the money of most countries is made. By far the larger 
part of the gold annually produced is devoted to the last 
of these two purposes. 

Gold is, however, employed in a great variety of ways, 
both in arts and manufactures. But it is difficult even 
approximately to estimate the (piantity which is tlius 
absorbed. From the stamp which is in this.eountry placed 
upon gold and silver plate, we are enabled to ascertain 
that the gold plate which is annually manufactured does 
not in value exceed 40,000Z, The most competent autho- 
rities differ greatly in their calculations with regard to the 
amount of gold which is used in jewellery, gilding, and in 
various other ways. Mr Jacob ^ supposed that, fifty years 
since, an amount of gold equivalent to 2,000, OOOi. was 
thus annually* absorbed. If this estimate was correct, this 
amount has probably been now trebled. At any rate, the 
gold which is recpiired for industrial purposes cannot vary 
greatly from year to Jrcar. Hence, if the supply of gold is 
suddenly doubled or trebled, as it was by the discovery of 
the rich deposits in Australia and California, it is evident 
that the large additional supply must be almost entirely 

^ An Historical Inquiry into the Prodmtion and Consxinvption of the 
Precious Metalsy by William Jacob, F.R.B. 1831. 
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converted into gold coinage. It, therefore, appears, tha 
any increase or decrease in the quantity of gold which it 
used, is almost solely determined by the amount of golc 
which is manufactured into money. We must, therefore 
in investigating the demand for gold, inquire into the 
causes which regulate the quantity of money which eacl: 
country may recpiire. There is little difficulty in explain^ 
ing the circumstances which regulate the particular demanc 
a country has for the various commodities it consumes 
Thus England needs so many sacks of wheat, because there 
are a certain number of people to be fed. The quantity oi 
cotton goods which tha English annually require for theii 
own use', varies with the price «at which these goods can be 
sold; each successive reduction in price gives a greater 
number the power to purchase them, and consequently the 
demand increases a.s the price is reduced. It is almost 
impossible to make even a rough estimate of the amount 
of gold in circulation in England. All that can be definitely 
known is the amount that is each year coined at the Mint; 
this varies greatly from year to year, but for the ten years 
ending 18(S1 it averaged about 3,000,000?. per annum. 
This, therefore, may approximately be regarded as the 
aiiiount of gold which England annually requires to main- 
tain her standard currency \ But why has England this 
particular demand for gold coinage ? Why should she not 
keep in circulation twice as much gold coinage? In giving 
an answer to these questions, an explanation wifl bo afforded 
of the principles which ixigulate the distribution of the pre- 
cious metals over the various pountries of the world. 

It will be better in the first place to suppose, for th('. 
sake of simplicity, that England has no other money except 
a metallic coinage. It will afterwards be considered 
whether the conclusions which are arrived at, on this 

a osition, have in any way to. be modified, because 
and possesses paper money, such as bank-notes, in 
addition to her coinage. 


^ [No gold was coined at the London Mint in the years 1881, 1882, 
and 1886. The average for the ten years ending 1887 is consequently 
much lower than the average for the ten years ending 1881, amounting 
to only l,500,000i. per annum. The Sydney and Melbourne branches 
of the Mint have for many years past sent to England gold coin to 
the amount of about 2,500,000^. a year.] 
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It will be necessary, as a preliminary inquiry, to inves- 
tigate the general causes that regulate the quantity of 
money which a imtion reipiires to keep in circulation. 
It is almost self-evident that the amount of money which 
a nation needs must bear some proportion to its wealth. 
England annually produces ancl accumulates a much 
greater amount of w’ealth than Ireland. A much larger 
tpiantity of commodities will, therefore, each year be bouglit 
and sold for money in England than in Irfdand; in order 
to carry on this exchange, a greater amount of money will 
be re(juired in the one country than in the other. The 
)Opulation of England also much exceeds that of Ireland. 
Snglish labourers arc certainly as well rtununcratcHl as 
rish labourers; wages are generally paid in money, and 
herefore, as far as the payment of wages is concerned, 
Ingland will re([uire a much greater amount of money 
ban Ireland. But we need scarcely remark further upon 
his subject, as it must be evident that the amount of 
paoney which a nation re(piires to carry on all its transac- 
tions of buying and selling must bear some pro]>ortion to its 
;wealth and population. The vague expression *sonte jyro- 
Portion,' is advisedly used in order to warn the stiukiut 
kgaiiist the fallacy of supposing that the money which a 
country keeps in circulation is an accurate nuMsure of its 
national wealth. The error of such a supposition will be 
clearly shown, if the mode of conducting tyho trade and 
bommeree of ft country is for one moment considered. 

A vast amount of wealth is daily bought and sold with- 
out the transfer of any money; in fact, it is not too much 
to state, that money is rarely employed in any of those 
large transactioiTs wliich constitute wholesale trade. The 
Leeds manufacturer who purchases wool from the stapler 
bays for it by a cheque, and not by gold or silver coin; and 
^hen he sells the cloth which he has manufacitured, he 
loes not receive gold or silver from the purchaser, but he 
s invariably paid by a cheque, or by a bill of exchang<\ 
?he cheques and bill^ of exchange which he may have 
. hus issued on his own credit are returned to his bank, and 
5 he amount of money which they represent is deducted 
.rom the aggregate amount of bills and cheques which he 
'pay have received from others, and deposited at the same 
'^ank; the balance which is left represents so much wealth 
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which the maniifixcturcr keeps with his banker, either for 
purposes of convenience or for security. It thus appears, 
that a Tnanufacturer who may produce in the course of a 
year 100,000i. worth of cloth, may never have in his pos- 
session a greater amount of money than is sufficient to 
pay the weekly wages of his labourers, and to make such 
daily payments as are usually discharged by ready 
money. 

As another illustration, it may be stated that an in- 
dividual whose personal expenditure is WOOL a year, need 
never have more than a very small amount of money in 
his possession at any one time. He will discharge all his 
larger payments by cheques, and he will only re({uire 
money to pay the wages of his servants, and to meet 
small current daily expenses, such, for instance, as buying 
railway tickets, paying cab-fares, &c. It is consequently 
manifest that the money .which any individual has in his 
possession forms a very insignificant part of his aggregate 
wealth. Although it is, therefore, impossible to tell, 
from any a priori reasoning, whether the wealth of a 
country is fifty times or a hundred times as great as the 
amount of money which is kept in circulation, yet it may 
nevertheless with certainty be concluded that as the 
wealth and population of a country increase, a greater 
amount of wealth is bought and sold for money. Such a 
conclusion is correct, because although a great amount of 
wealth is exchanged without the transfer of money from 
one individual to another, yet money is required, and is 
always used in certain transactions, and these transactions 
increase both in number and in amount as the wealth and 
population of a country increase. Thus labourers receive 
their wages in money ; and the amount paid in wages is 
sure to increase with every increase in the wealth of the 
country. Again, every individual uses money to discharge 
most of his smaller payments, such as the purchase of 
railway-tickets, the hiring of cabs, the settling of hoteU 
bills, &c. But as the wealth and population of a country 
increase, more will be spent in railway tickets, cab-fares, 
hotel-bills, &c., and, consequently, a greater amount of 
money will be required for these purposes. 

In order still further to show the difficulty of assigning 
any definite proportion between the wealth of a country 
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and the amount of money kept in circulation, it may bo 
mentioned that the amount of money which is rocpiired 
to carry on the trade of a country may partl}^ depend I 
upon the number of times a commodity is boiiglit and 
sold before it is consumed. To illustrate this, suppose 
that a sack of flour is bought and sold ten tinies, to ten 
different individuals, before it reaches the baker who 
bakes it, and that each tinie the flour is paid for in money. 
It is manifest that this buying and selling will put as 
much money in circulation, or, in other words, will rtM|uire 
the use of as much coin, as if ten sacks of flour had been 
at once sold by the miller to the baker. 

Sufficient has now been said to establish the two 
following principles, which rcigulato the quantity of money 
required to be kiept in circulation : 

1st. The amount of money recpiired to be kept in cir- 
culation depends upon the amovint of wealth which is ex- 
changed for money. Hence, cceteris paribus, the amount 
of money in circulation ought to increase as the })opulation 
and wealth of a country advance*.. 

2nd. The amount of money rocpiired to bo kept in 
circulation also depends upon th<i number of times com- 
modities are bought and sold for money, bedbre they are 
consumed. 

The question now arises — ])o the causes just dc\scribed 
as regulating the demand for the precious •metals, afford 
any explanation of the agency by which the dtmiand and 
the supply of the precious metals tend to an e(|ualitv ? 

With regard to any other commodity, ther(* is, as we 
have shown, no difficulty in explaining this process of 
equalisation ; for the adjustment of the demand to the 
supply, and vice ver'sa, is always effected by a rise or fall 
in price. An excess in the supply beyond the demand 
means, that at the price at which any particular arti(de of 
commerce is offered for sale, there are not sufficient pur- 
chasers to take the whole (juantity which is offered. But 
this apparent superfluity is, after all, a mere question of 
price, for if the price be lowered, new purchasers will at 
once come into the market, and there will cease to be an 
excess in the supply. As soon as the price is sufficiently 
reduced there will be purchasers for the whole of the 
commodity which is offered for sale. The demand for a 
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nooK in. commodity always varies with its cheapness, although the 
ratio of this variation cannot be numerically defined. It 
is not only different for different commodities, but it 
also alters with every change in the economic condition 
of the country. As an example, Mr Gladstone was con- 
fident in his belief that a reduction of fifty per cent, 
in the price of inferior French clarets would causci 
those Avines to be purchased by classes of society in this 
country who never before purchased them, and that, there- 
fore, the consiim])tion of this wine would increase much 
more than one hundred per cent.; and this belief has been 
fully justifi(‘d by (wtmts. As another example, it is per- 
haps not too much to say that at the present day even the 
poorest ai*e generally able to obtain as much bn^ad as they 
requin*., and, therefore, it is certain that the demand for 
bread would not be doubled, or, in other words, that twice 
as much bread would not be consumed, if the price of 
bread were reduccHl one half. But although wc cannot 
beforehand define the exairt point to whic.h the price of 
any commodity must either rise or fall to adjust the de- 
mand to the supply, yet there can be no doubt as to the 
agency by which this adjustment is effected : when the 
demand exceeds the supply the price will rise, and thus 
diminish the demand ; when, on the other hand, the supply 
excec'-ds the deinaiid, the price will fall, and thus increase 
the d(?nuin(l. But it would be naturally asked. Can the 
demand and supply of the pjx'cious metals bo adjusted in 

the same jnanner ? This is a difficultv which must be 
^ •/ 
clearly explained. 

It has l)eer» fre(]uently stated that the price of any com- 
modity is an expression synonymous with its value esti- 
mated in gold, or in any other substance which is selected 
as money. It is, therefore, an evident contradiction to 
speak of the demand and supply of gold being adjusted 
by a rise and fall in its price. The price of gold is, in 
fact, a meaningless expression, since, according to the 
signification which Ave have just attached to the word 
price, the price of gold means the value of gold estimated 
in gold, and this is a phrase which can have no meaning, 
Wemmt Let, therefore, the expression ‘value of gold* be sub- 
tutiuefor for ‘price of gold,* and this substitution will enable 

•price, US to escape from our apparent difficulty. The value of 
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gold accurately varies in the inverse ratio of the price of 
commodities. If the prices of all commodities rise one 
hundred per cent., the value of gold falla one half, for the 
same quantity of gold will exchange for or ])iirchasc only 
half as much of each commodity. In the absence, there- 
fore, of any counteracting circumstances, if the [)rices of all 
commodities rise one hundn‘d per cent., twice as much 
gold or silver is required each time any comnu'dity^ is ])ur- 
chased; and there must conse({uently' bo twicti as much 
gold and silver in the country circulating in the h^rm 
of money. The following principle can therefore be enun- 
ciated: — The amount of gold actuallyin circnlallon varies, 
cwteris paribus, in the direct ratio of th(‘ price of com- 
modities. If the pi*ict‘S of all commodith'S rise, each pur- 
chase requires an increased amount of money. Hence 
more money is kept in circulation, or, in othei* words, the 
(quantity of metal mnployc'd is increased. 

The following is a summary of tlu^ somewhat conq)li- 
cated jn'oeess by which the quantity of gold and silver in 
circulation is rogulatexl. 

The greater is tin* (piantity of coin in circulation, the 
higher, coiteris paribus, will be tin* price oi' commoditlt's. 
But as the prici* of commodities rises, the value of gold, 
or the value of any other substance out of which mon(‘y 
is made, dcidincs. If the value of gold «liminish(^s, the 
profits of th(^ miners who produce this gold jnust diminish, 
and when the })rofits are thus reduced many will be dis- 
couraged from gold mining, and the snpjdy of gold will 
consequently be also diminish(‘d. 

We shall now be able readily^ to explain th(^ means by 
which the demand for gold is equalised to its supply. It 
is necessary in the first place to iinpiire what is nn*ant by 
a country’s demand for the precious metals ; in order to 
simplify this^n(|uiry, let it bo supposed that such a metal 
as gold is employed for no other purpose exc(‘pt to be 
coined into moin^y. This supposition will much sirnplity 
the investigation, and will not in any sensible degree aftect 
the correctness of the ultimate conclusions ; for, as pre- 
viously stated, the (piantity of gold used for tin*, ordinary 
purposes of art and manutketnre is subject to very small 
variations from year to year. 

According to this assumption it will be correct to say 


BOOK HI. 
on. VI. 


Demand 
for (fold 
raries 
di recAly 
with 
l)rice». 


Sum mar !i 
of the yro- 
cesa 


bif whieh 
the demand 
for (fold is 
e<iualised 
to the 
supply. 


Jf the 



374 


Manual of Political Economy, 


BOOK III. 

OH. VI. 

xoealth of 
Enffland 
were to in- 
credxej 
either the 
amount of 
money 
mujit in- 
crease or 
the value 
of gold 
must in- 
crease. 


Hypotludi- 
cal case 
imtesli- 
gated. 


Ifjhe de- 
mand for 
money in- 
creases 
faster than 
the supply y 
prices fall. 


that the amount of gold coinage which a country requires 
determines its demand for gold. It has already been 
remarked in this chapter, that the amount of coinage 
wJiich a country keeps in circulation is primarily re- 
gulated by the amount of wealth which is exchanged for 
money, and by the number of times which any of the 
commodities that compose this wealth are bought and sold. 
If, in the absence of any counteracting circumstances, 
England’s wealth were doubled, and if in every trading 
transaction the amount of wealth bought and sold were 
doubled, England would recpiire twice as much money in 
order to effect her transaettions of buying and selling. But 
in what sense is an increased amount of money necessary ? 
What would be tjj^e consecjuence if a larger amount of 
money were not brought into circulation ? These ques- 
tions will be answered by showing, in the first place, that 
tln^ increased (]uantity of money is required in order to 
preserve general 2)ric('.s unchanged ; and that, secondly, if 
the money were not foi’thcoming, the prici^s of all com- 
modities would decline, or, in other words, the value of 
gold would be increased. 

An inv(istigation of the following hypothetical case will 
substantiate these jiropositions. Let it be supposed that 
the material wants of England’s entire poj)ulation are sud- 
denly doubled, and that an adequate supj)ly of commodities 
is spontaneoualy provided to meet this increased demand. 
According to this hypothesis the supply of every com- 
modity except money would be augmented ; each person 
who before jmrehased one loaf of bread, one pound of meat, 
and one coat, would now purchase two loaves, two pounds 
of meat, and two coats. But since he possesses no more 
money than he did when his material wants were satisfied 
with only half the amount of commodities he now requires, 
he arid every other individual can only now give the same 
quantity of money for two loaves, two pounds of meat, and 
two coats, as they before gave for one loaf, one pound of 
meat, and one coat. If, however, tMs be the case, bread, 
meat, clothes, and every other article must have declined 
one half in price. It is, therefore, evident that, in this 
imaginary case, where circumstances have occurred which 
doubled the demand for money without its supply being 
increased, the price of all commodities will be diminished 
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one half, or, in other words, the value of gold will be 
doubled; buying and selling, however, will not bo inter- 
fered with, the people will not be prevented satisfying 
their demand for commodities, nor will less material wealth 
be produced and consumed. 

Again, it would bo said that a nation rt'quires, and 
therefore has a demand for, a greater cpiantity of coinage', 
if her population and wealth should increase ; but, in this 
case, the greater (juantity of coinage is required in order 
to prevent prices from declining, for if the greater cpiantity 
were not forthcoming, trade would not be prevented from 
developing, the production of wealth would not be stopped, 
but the prices of all commodities would inevitably decline. 
This general decline in price is quite as undesirable as 
a general rise in price, for if prices eittier suddenly rise or 
suddenly fall the conditions of every monetary contract are 
immediately altenjd; the annuitant, for instance, who is 
in the receipt of his lOOZ. a year, may suddenly find, if 
there is a general rise in the price of commodities, that his 
annual income is only one half as valuable; or, in other 
words, will only purchase him one half as much of the 
necessaries and enjoyments of life. On the other hand, if 
prices suddenly fall, the burden of any fixed money pay- 
ment will be at once increased; thus the farmer who is 
bound to pay oOOZ. a year as rent to his landlord might be 
seriously impoverished, because this 500/. ^ould represent 
twice as much agricultural produce. It is, tluirefore, most 
desirable that the value of gold should remain as constant 
as possible. Hence, if an increase of population and w('.alth 
causes a country to require a greater amount of coinage, 
the demand for gold and silver which is thus produced 
represents a real want. 

Although it is clearly important that prices should not 
vary, the question now arises, Why should prices hapi>en 
to be what they are at any particular time ? Why, on the 
one hand, should there not have been a smaller production 
of gold, and lower •prices — or why, on the other hand, 
should there not be a greater production of gold, and 
higher prices ? The gold mines of the world have never 
in one year yielded more than a small portion of what 
they might have yielded if more labour and capital had 
been employed upon them. But this increased amount of 
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labour aud capital has not been embarked in gold mining, 
precisely for the same reason that a greater quantity of 
labour and capital has not been employed upon the mines 
of (Cornwall If the price of copper were greatly increased, 
then copper mining would become a more profitable specu- 
lation. There would be a greater inducement offered to 
(ixteiid mining operations, and an increased amount of 
co})per ore would inevitably be raised. If, on the other 
hand, the value of copper were diminished, the profits of 
copper mining would also be diminished, and a smaller 
(juantity of copper ore would be annually raised. If, in 
the same way, the value of gold were to increase, or, in 
other words, if general prices were to decline, an increased 
(quantity of gold would be annually produced. If, on the 
contrary, the value of gold were to fall, or general prices 
to rise, the profits of gold mining would be decreased, and 
the annual yield of gold would diminish, because with the 
diminution in the profits of gold mining there would be 
less inducement to employ labour and capital upon gold 
digging. An increase in the demand for gold is evidenced 
by a fall in the price of commodities ; but, as we have just 
stated, such a fall in general prices stimulates an increase 
in tile annual yield of gold, and in this manner an agency 
is constantly brought into operation to equalise the supply 
of gold to the demand, or, in other words, to preserve 
an uniformity ^of general prices. The process is exactly 
analogous to the e(pialisation of the supply to the demand 
in the case of every other commodity. If the demand for 
cotton goods increases, the price or value of cotton goods 
will rise, but a rise in the price of cotton goods causes 
their supply to be also increased. The reason, therefore, 
why there is an apparent exception in the case of gold 
arises from this circumstance. An active demand for 
any other commodity is characterised by 'a rise in its 
price or value. The same holds true with regard to 
gold, but since the price of gold is a meaningless ex- 
pression, it is necessary to say that tin increased demand 
for gold signifies a rise in its value ; a rise in the value 
of gold can, however, only be shown by a fall in general 
prices. 

The leading propositions established in this chapter are 
briefly these : — If the demand for gold increases without 



377 


On the Value of Money. 

the sources of its supply becoming more productive, the m. 
increased quantity of gold required will be obtained at ^ ^ 

a greater cost, and the result must be that thi^ value of 
gold will rise. An increase in the value of gold must be 
shown by a fall in general prices. If, on the other haiuh 
rich gold mines should be discovered, and thi^ cost of ob- 
taining gold should be lessened, the supply of gold will b(‘ 
increased, and its value must inevitably d(‘c.line, unless 
circumstances should simultaneously ha])peu which should 
cause various countries to recjuire a greater amount oi‘ 
gold money. If such circumstances should occur, an in- 
(ireaso in the demand for gold might ho created, and the 
whole of the additional gold yklded might be absorbed 
without the value of this metal being decreased. If, on 
the other hand, no circumstances should occur to increasi* 
the dcuuand for gold, the increase in the supply of gold 
must cause a decrease in its value. But a diminution in 
th<? value of gold, or, in other words, a rist^ in general 
prices, creates an incr(*ased enq)loyment for gold, because' 
if the price of a commodity is increased, a gr('al-(-‘r anio\int 
of money is required to be u.sed each time a commodity is 
bought and sold. In this Avay the suppl} of gold will ho 
always equalised to the demand, because, as tin* vahie of 
gold becomes depreciated by an increasi'xl su]>])ly, iho 
demand for gold will also be increased in exact ]>i‘o- 
portion to the amount of this depreciatioTi. Tims, if 
the value of gold is decr(‘asod one half, or, in other 
words, general prices aiH' douhh'd, the (piantity of gold 
money reijuired will also be doubhid. This ))roccss of 
equalisation is moreover assisted by the two following 
circumstances : 

In the first place, as tlie value of gold diminishes, (Jircum- 
a greater quantity of it will be used for purposes of ai't 
aud manufacture, and in this way a portion of the ad- to equal hit 
ditional supply of gold may be absorbed. the demand 

In the S(?cond place, a decjrcase in the value of gold 
exerts an influence to limit the supply, because gold • 
niiniug will be rendered less profitable, and therefore tlie 
least productive mines will gradually cease to ho worked. 

It will be shown, in a future chapter, that the principles 
just enunciated render us much assistance in determining 
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^ . in Australia and California. 

We have, in this chapter, explained the manner in which 
the demand for gold is e(]ualised to its supply in the case 
of the countries which produce it; but other countries, 
such as our own, either yield no gold [or yield it in such 
small (piantities that it would not be profitable to work it, 
except ill so far as it is found incidentally to the working 
of other metals. Such countries obtain their supply of 
gold by importation]. It will be, therefore, necessary to 
call to our aid the principles of international trade, in 
order to explain how the (]uantity of gold is regulated 
whicli a country like England annually retains for the 
purposes of coinage. Thci subject of international trade 
will therefore be considered in the next chapter. 




CHAPTER VII. 


FOREIGN COMMERCE OR INTERNATIONAL TIUDK. 


T he a(lvai)tagcs which a comiiry do'ivcs Iroin foreign 
coumierce must be patent to the most (\‘istial observer*. 
By foreign commerce a country obtains various com- 
modities which she cannot prodin^e h(‘rs(‘lf; h(‘i‘ pc*()ple do 
not i)orhaps possess the reijiusite skill, or her climate and 
other circumstances of her physical condition are unsuited 
to the growth and manufacture of the produ(‘ts in (jucstion. 
Foreign commerce therefore extends the rang(^ of man’s 
enjoyments; he is not confined to the products of his own 
soil, but commodities are brought from Qwvry region of the 
world to minister to his wants. Foreign comm(‘rc(‘, how- 
ever, confers another advantage which is e(jually important ; 
a single example will show how greatly foreign trade 
stimulates the production of wealth by, imu’easing the 
efficiency of labour and capital. 

If the economic condition of various countries is con- 
sidered it will at once be perceived that there is the 
greatest possible variation in the relative advantages which 
they respectively possess for the prixluction of various com- 
modities. For instance, the mixture of iron-stone and coal, 
often in alternate seams, gives England exc(‘ptional ad- 
vantages in Che manufacture of iron, and the production of 
iron can be greatly incre^vsed without any material advance 
in its price. The area of land in England which is suitable 
for the growth of wheat is so limited that it would probably 
be impossible to obtain from her own soil sufficient wheat 
for hor population, and even if it were possible, it would 
become nece^ary to resort to such unproductive land that 
wheat would ^advance almost to a famine price. It is, 
therefore, obviously advantageous for England to obtain a 
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portion of her supply of wheat in exchange for iron. Other 
countries, such as the United States, Canada and Australia, 
possessing almost unlimited tracts of fertile land, can readily 
sup])ly England with the additional wheat she may require. 

As the advantages which a country derives from foreign 
commerce admit of being thus easily explained, it would be 
instructive, before investigating the subject further, to 
inquire how it has come to pass that the real character of 
the benefits conferred by foreign trade has often been 
misunderstood. It is scarcely lujcessary to remark that 
! until a time which was marked by the publication of Adarti 
t Smiths Wealth of Nations the doctrines of the mercantile 
I system obtaint‘d almost universal acceptance. It was sup- 
posed that the gain which any country secured from foreign 
trade was to be estimated by the amount of money it 
brought into the country: and consequently the com- 
mercial policy of every country was (loininated by the 
desire, as far as possible, to encourage exports and to dis- 
courage imports ; the greater the amount of goods that were 
exported, the greater would be the amount of money to 
be received ; and the larger the imports, the more money 
would have to be sent abroad to pay for them. If there- 
fore exports exceeded imports, money would have to be 
received, and the balance of trade was said to be favourable ; 
whilst if imports exceeded exports the balance was re- 
garded as unfavourable. Various expedients were from 
time to time adopted to soxmvc a iavourable balance 
of trade. Exports were encouraged by the granting of 
bounties, and imports were restrained by the imposition of 
! duties and in various other ways. Although the system 
i of bounties has long since been given up in England, yet 
formerly foreign trade was sought to be controlled quite as 
much by bounties on exports as by restraints on imports 
Adam Smith says^: Bounties upon exportation are, in 
Great Britain, frecpiently petitioned for, and sometimes 
I granted to the produce of particular branches of domestic 
! industry. By means of them our mjrchants and manu- 
facturers, it is pretended, will be enabled to sell their goods 
as cheap or cheaper than their rivals in the foreign market. 
A greater quantity, it is said, will thus be exported, and 
the balance of trade consequently turned more in favour of 
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our own country/’ Although there can be no doubt tlie 
granting of bounties on exports and the impeding of im- 
ports by the imposition of duties wc^re in th(^ first instance 
prompted by the desire to secuni a favourable balance of 
trade, yet the vsystem of protection which until a com- 
paratively recent period controlled the commerce of our 
own country, and still controls the commerce of most othc^r 
countries, may be regarded as a natural dovelopnieni of <he 
same policy. So long as fonugn comnKjrce is considered 
to involve an antagonism between countries instead of an 
interchange of commodities which is mutually advan- 
tageous, it will inevitably be conc,liuk‘d that thc‘ intertists 
of the home trader will be pronnded at the expense of his 
foreign rival both by bounties on exp(>rts and duties on im- 
ports. It is argiu'd that the home trader who enjoys a 
bounty is placed in a better ]K)sition l.o und(irs(dl his foreign 
com})etitors in their own markets, whilst at the same time 
he can be effectually prote(;ted by sufficiiuitly high import 
duties against their competition in his own market. 
England and FTolland a]'<‘ almost the only countries wliicih 
have adopted a complete free* trade policy; and as in 
many countries, including even our own colonies, proU'ction 
holds an extremely strong position, it Ix^comes of much 
practical importance to consider tlui advar^tagcis conferrcal 
upon a country by foreign commerce. In order t o simplify 
the case as much as possible, let it be in (be first instance 
assumed that the foreign trade between England and 
France consists in the exchange of two commodities only 
— iron and wheat — that iron is sent from England in ex- 
change for whc'at from France. Let it be supposed that , in j 
France, the production of a ton of iron reejuires as much 
labour and capital as the production of twenty sacks of 
wheat ; but that in England the same (piantity of iron re- 
(|uires as mucli labour and capital as would produce ten sacks 
of wheat ; then iron, estimated in wheat, is twice as valuable 
in France as in England. England therefore might say to 
France — It will be greatly to our mutual advantage if yoti 
will lot me supply you with iron, and receive from you 
wheat in exchange for it. For suppose you give me fifteen 
sacks of wheat for each ton of iron that I send you, then we 
shall each gain five sacks of wheat on every transaction ; 
if you manufacture the ton of iron yourself, it would cost 
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you as much as twenty sacks of wheat, whereas you only 
have to giv(^ me fifteen sacks. On the other hand, I should 
only be able to get ton sacks of wheat for a ton of iron, if 
1 sold the iron in my own country. We, therefore, each of us 
obtain a profit upon the transaction, which is represented in 
value by five sacks of wheat. This is a great gain, and a great 
saving of wealth, for the gain is made at no one s expense. 

In order that two countries should enjoy those striking 
advantages which have just been pointed out as resulting 
from foreign commerce, it is not necessary that of the two 
commodities exchanged the first should be dearer in the 
one country than in the other, and that the second com- 
modity should be cheaper; all that is necessary is that in 
the two countries there should be a ditference in fche^ 
relative value of the commodities which are exchanged. 
It is very important to bear this remark in mind ; its truth 
may be illustrated by an example. Suppose the cost price 
of a ton of iron produced in Franco is SOL, and that the 
price of a sack of wheat is 306\ ; a ton of iron would 
therefore exchange in France for twenty sacks of wheat. 
But, in England, a ton of iron is supposed to exchange for 
only ten sacks of wheat. Let it therefore be considered 
that a ton of iron in England is worth 10^., and that a sack 
of wheat is worth 1 1. Wheat and iron are therefore both 
cheaper in England than in France, but iron is three times 
as dear in France as in England, and wheat is only one 
and a half times as dear. There is, therefore, a difference 
in the relative value of wheat and iron in the two countries, 
and hence a foreign trade in these two commodities can 
be carried on with great advantage to the two countries 
concerned. For if England gives France a ton of iron in 
exchange for fifteen sacks of wheat, each country will upon 
the transaction obtain a profit which in value is to be 
estimated at five sacks of wheat. But all the gain which 
arises from this exchange would be at once lost if there 
were no difference in the relative value of wheat and 
iron in the two countries, for if whl^at as well as iron 
were three times as dear in France as in England, it 
would be impossible for England or France to realise 
any profit by exchanging iron for wheat ; the transaction 
would involve heavy loss to each party, because there 
would be no profit to counterbalance the expense in- 
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volved in exporting the commodities from one country to 
the other. 

In explaining the profit realised by two countries from 
foreign commerce, we omitted to mention the cost of 
carrying these commodities from one country to the other. 
This cost of carriage has, of course, to be? deducted when 
estimating the aggregate gain nisiilting from foreign trade. 
This item must not only be considered, but it will be also 
necessary to point out the causes which fix the exact 
proportion of the whole cost of carriage which is borne by 
each of the two countries. It will, however, much simplify 
our investigations if for the present the (consideration of 
the cost of carriage is omitted. In ord(3r still more to 
simplify the subject, it may, in tine first instance, be as- 
sumed that England’s foreign commeixce is restricted to one 
country, and that her exports to this (xnintry, and her im- 
ports from it, are confined to two commodities. Reverting 
to our former example, let it be suppose' J that England’s 
foreign commerce consists entirely in sending iron to 
France, and receiving wh('at in exchange for it. As yet 
it has only been proved that England and France would 
both nialise considerable ju’ofit if there was a difierence in 
the relative value of wheat and iron in the two countries. 
It has been shown above, that upon every ton of iron ex- 
ported, England and France might both obtain a profit 
equal in value to five sacks of wln^at, if a tj.)!! of iron were 
worth twenty sacks of wheat in France and ten sacks in 
England : this particular profit would manifestly be realised 
if fifteen sacks of wheat were given for one ton of iron. 
But the (question now arises — Is it necessary that these, 
and no others, should be the terms of the bargain ? Why 
should not twelve sacks of wheat instead of fifteen sacks 
be given for each ton of iron ? The trade would still be 
highly remuiTcrative to each country, although the profit 
resulting from the transaction would now be unequally, 
instead of equally, distributed, for France would obtain a 
profit represented by eight sacks of wheat upon each ton 
of iron exported from England, whereas the profit realised 
by England upon the same transaction would be no more 
than two sacks of wheat. The terms of such a bargain 
certainly not regulated by blind chance ; the buyer and 
seller in the transactions of international trade are shrewd 
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merchants, whose businevss it is to buy as cheaply as they 
can and to sell as dearly. We will, therefore, proceed to 
describe the manner in which the bargain is ultimately 
adjusted. 

If England could receive fifteen sacks of wheat for every 
ton of iron she exported to France, the quantity of iron 
which she would be willing to export upon these terms 
might be greatly in excess of the quantity of iron which 
France requires. If this be so, then the 'supply of iron to 
France would manifestly be in excess of the demand ; it 
will, therefore, bo necessary to consider how the supply, 
may be equalised to the demand. In making this in- 
vestigation it will be shown that the process by which 
this equalisation is effected exactly resembles that process 
of equalisation which takes place in the ease of com- 
modities which are bought and sold in the country where 
they are produced. 

When the supply of any commodity is in excess of the 
demand, the commodity must be cheapened in order to 
equalise the supply to the demand ; by cheapening the 
commodity its supply will be diminished, and the demand^ 
for it will be increased. England, therefore, will be efim- 
pelled to offer her iron to France on more favourable terms, 
if the quantity of iron which England exports is more than 
sufficient to meet the demand which France has for iron. 
Let it, therefore, be assumed that France only gives Eng- 
land fourteen sacks of wheat instead of fifteen for each 
ton of iron. This change in the terms of the bargain will 
manifestly exert an influence in two distinct ways towards 
equalising the demand for iron in France to the supply 
which is imported from England. 

In the first place, the profit obtained upon the trans- 
action by the English manufacturer of iron will be di- 
minished, and, therefore, he will be induced to export a less 
quantity of iron to France than he did Aimen fifteen sacks 
of wheat were given for each ton of iron. The supply of 
iron to France will in this manner ‘*be decreasedf. The 
demand for iron in France will, at the same time, be in- 
creased ; because if any commodity is cheaper the demand 
for.it always becomes greater. Iron must manifestly be 
cheapened in France if fourteen sacks of wheat instead of 
fifteen are given for each ton of this metal which is im- 
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ported. If, however, this alteration in tlie terms of the ni. 

bargain is not sufficient to equalise the demand to the , vn. ^ 
supply, and if the (]uantity of iron which England is will- 
ing to export still exceeds the ({uantity which Franci* 
requires, tln^ terms of the bargain must be fnrtlua’ altered 
in the same direction. It may, therefore, bo assumed that 
England will be compelled to off(‘r France iron at the rate 
of thirteen instead of fourteen sat^ks of wheat for each ton 
of metal exported. Let it, therefore, 1 k‘ supposed that^ | 
these are the terms upon which tlu‘ international tiade is I 
finally adjusted; thirteen sacks of wheat being exchanged i 
for oiK.' ton pf iron. Some important propositions may be | 
deduced from the description which has just been given ! 
of the internal mechanism which regulates the bargains 
of international trade. 

As an example, the reader will observe tbaf the whoh' or the pm- 
protit which accruc's upon (‘ach transaction of international 
(jommerce is shared, hetween t.h(‘ two trading countries, in iitanin- 
the inverse ratio of the demand which one count r\ has for rerse ratio 
the commodity which it imports from the oilier. Thus, in 
the case just considered, tjje partition of tlu' ])rofit b(‘hv«.*(m ‘thH^nporl- 
France and England is made according to thc‘ following 1 t'r/ r/otWs*. 
ratio: — England, upon each ton of iron (exported, obtains 1 
a profit equal in valiu^. to three sacks of wheat, wlnuu^as j 
the profit secured by France is seven sacks of w lnxlt, or, I 
in other W'ords, more than twice* as much ?is that wdiich | 
falls to the lot of England. But if the demand for iron in j 
France should increase*, France wa)uld obtain a smaller | 
share of the profit, and Fngland of course a great (‘r share, i 
This proposition, after what has been stated, can scarc(*ly i 
need any explanation. Wdien tliirteen sacks of w he-at are j 
given for one ton of iron, there is a certain dotiniti* (piantity 
of iron which^ England is willing to export upon th(‘S(> 
terms. But if thi^ particular (juantity of iron no longer 
satisfies the demand of France, then France, in order to 
induce England to send her more iron, must ufter higher 
terms for this iron ; afid thus France may, in coiivsecpiencc | 
of her increasijd demand for iron, be compelled to give 
fourteen sacks of wheat instead of thirteen for each ton of 
dron. The whole profit of the transaction will then be 
^Uvided between France and England in the ratio of six to 
four, instead of in the ratio of seven to three. 1 

13 13 
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Let US next inf][uire what will be the effect upon the 
ratio in which the aggregate profits are divided if the 
production of one of the commodities interchange^d is 
ch('apened in England, but not in France. Suppose that 
in England some rich d(‘.posits of iron ore arc discovered, 
or that, in the process of smelting, some improvements are 
introduciMl which France has not either the appliances or 
the enterprise to adopt. The cost of producing iron might 
in this manner be so materially diminish(*.d in England 
that a ton of iron will become equivalent in value to eight 
sacks of wheat instead of ten, while at the same time there 
is no dirniuntion in the cost of prodneing iron in France ; 
and therefoie in that conntry a ton of' iron, if no supplies 
were obtaiiuid from other countries, would be still equiva- 
lent in value to twenty sacks of wheat. The whole profit 
which will now result from the interchange of iron for 
wheat l:)otwecn England and France will be represented 
by twelve sae.ks of wheat, insk^ad of by ten. The question 
therefore arises, Will England bo able to appropriate to 
herself the whole of the additional profit ? That she will 
be able to-do so may at first sight seem probable, because 
the improvenumts or discoveries which have (‘hoapened the 
cost of iron are due entirely to her, and have as yet exerted 
no effect in diminishing the cost of prodneing iron in 
Franco. England has previously been obtaining froth 
France thirteen sficks of wheat for each ton of iron. If 
France were still to carry on the commerce upon these 
terms, now that a ton of iron is only worth eight sacks of 
wheat in England, the profit obtained by England would* 
be increased from three sacks of wheat to five sacks of 
wheat; she would thus appropriate to herself the whole 
advantage arising from the diminished cost of iron; France 
still having to give for iron exactly what .^he did before. 
But the competition of the English ironmasters will in- 
evitably prevent this taking place : directly they find that 
the profits obtained upon the export of iron to IVance are 
so greatly increased, they will be aifxious to send a much 
larger quantity of iron to France ; iron will, in fact, be 
forced upon the French markets, greatly in excess of the 
quantity required. This is sure to be the case, since before i 
increased exports of iron were encouraged by high profits, 
the demand for iron in France was exactly equalised to its 
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supply. The terms upon which the trade between France 
and England is conducted must bec<unc less hivourable to 
the latter country, in order to induce England to export 
less iron, and also to induce France to purchase a greater 
([uantity of the iron imported from England. In this 
manner England may be compelled to acce])t only 
eleven, or even ten sacks of wlu.‘at, for each ton of iron. 
Wo have here simply to repeat-, what was stated in the 
Ciise above analysed, that the terms upon which the bargain 
is finally adjusted depend entirely upon the e(jualisation 
of the demand to the supply. If, when a ton of iron is 
exchanged for eleven sacks of whtvat, the quantity of iron 
sent to France is in excess of that whicl) slui recpiin^s, the 
terms of the exchange must be again adjusted ; it may, for 
instaiKje, happen that whim only ten sacks oi’ wheat iivv 
given for one ton of iron, tin*. d<unand for iron in France 
will be exactly ecjual lo (lu* supjfiy: if this bi^ so, them ten 
sacks of wheat for one ton of iron will be tht^ terms u])on 
which the exchange is finally adjusted. Ibit if thest‘ wer(^ 
the lerms upon which t in* bargain was ultimately arranged, 
it is manifest that France^ must obtain th(‘ greater ])(‘rti(>n 
of the profit which ainses from the diminisluHl (tost of pro- 
ducing iron, even although this diminution in the cost of 
producing iron has been confiiuHl (Uitirely to England. If 
sacks of wlu‘at are given for a ton of iron, the profit 
secured by France upon each ton of iron sU(‘ imports will 
be an ef|ui valent in value to ten .saitks of wheat, whereas 
the profit secured by England will be only two sacks of 
wheat. I^his is a smaller profit than she obtain(‘d before' 
the cost of producing the iron she exports was n'duced. 
France, therefore, has been able to appropriate tlu' whole 
of the additional profit. Tliis may appear a parodoxical 
result, but it is one which wry po.ssibly may really occur. 

Allusion hal?j so frequently Wen made in this chapter to 
the profit arising from international trade that the (jues- 
tion will be naturally asked — Into whose possession does 
this profit ultimately ^all ? When England obtains a profit 
of five sacks of wheat upon each ton of iron she exports, is 
this profit solely enjoyed by the English merchant, and 
the English ironmaster, or is it distributed amongst the 
whole nation? In answering this (piestion it must be 
borne in mind that the profit arising from international 
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trade is due to a saving of labour and capital ; this profit 
cannot be permanently retained by the merchants, or by 
those who produce the commodity exported ; because, as 
has been so frequently remarked, the competition of capital 
prevents exceptionally high profits being permanently se- 
cured in any branch of industry. It would, therefore, 
appear that the advantages which a country derives from 
foreign commerce will be distributed amongst the con- 
sumers of the iinport(‘d commodity. It, therefore, becomes 
necessary to consider how this distribution of gain amongst 
the consumers of imported commodities is effected. • 

It has been supposed that in France a ton of iron costs 
as much to produce as twenty sacks of wheat, whereas in 
England the production of a ton of iron only costs as much 
as ten sacks of wheat. It is, therefore, evident, supposing 
there were no foreign commerce between the two countries, 
that the price of iron would be 20/. a ton in France, when 
the price of wheat there was 1/. per sack, and that in 
England the price of a ton of iron would be 15/., when the 
price of wheat in England was a sack. What effect 
would be produced upon the price of these commodities 
by a commerce between the two countries ? In order to 
investigate the (piestion which has just been put, let it be 
supposed that France gives England fifteen sacks of wheat 
for each ton of iron ; a ton of iron must now, therefore, 
in each country, be worth as much as fifteen sacks of 
whciat. In France a ton of iron cannot any longer be 
worth niore than fifteen sacks of wheat, because in ex- 
change for this (juantity of wheat England is willing to 
give a ton of iron. Again, ten sacks of wheat will no 
longer be worth as much as one ton of iron in England, 
because, by sending iron to France, one ton of iron will 
procure fifteen sacks of wheat. The value of iron, there- 
fore, if estimated in wheat, has risen in England, and 
declined in France; or, considering the question from a 
different point of view, it may be said that the value of 
wheat, estimated in iron, has fallen in England ; whereas, 
on the other hand, it has risen in France. Foreign com- 
merce has, therefore, in each country, produced a change 
in the relative value of these two commodities. The price < 
of a ton of iron will now, in France, be no longer equi- 
valent in price to twenty sacks of wheat. In the same 



389 


Foreign Commerce or International Trade. 

way the price of a ton of iron will, in England, no 
longer equivalent to the price of tcui sacks of wlieat ; f(jr 
since in each country a ton of iron now (‘xchanges for 
fifteen sacks of wheat, the price of a ton of iron must in 
each country be equivalent in price to fifteen sacks of 
wheat. If, tluirefon.s in England, a ton of iron still con- 
tinues to sell for 10/., fifteen sacks of wheat will only sell 
for 10/.; or, in other words, wheat will be hS.s. \d. a sack. 
If, in the same manner, wheat e.outiiiues to be 1/. ])er sack 
in France, a ton of iron will thert* sell for 15/.; there will 
therefore have been a niductum of twenty-tivc* }H‘r cent, in 
its price, for Ix^fore, a ton of iron sold foi- 20/. Henct‘ it 
appears that the (effect of foreign comm(‘rc(‘ bc^tween two 
countri(5S is to reductj the 2)rice, in <‘ach country, of the 
commodity which is import(»d; wheat will be reduc(^d in 
pi’Kje in England, and iron will be reduc(*d in price in 
Franco, and the ptTsons who consume wheat in England, 
and those who use iron in FraiKM.*, will conse(|U(mtly have 
distributed amongst them the gain which nisults from 
international trade. In fact, th(‘ main effi^tt of foreign 
commerce is to increase th(^ efficiency of labour and 
capital ; foreign (jommerce causers laboui* and (capital to 
be a}){)lied in such a manner as will make them most pro- 
ductive of wealth. According to our assumption, Englatid 
possesses peculiar advantages for the manufac.tim^ of iron, 
whereas France is much better adapted U) grow wheat 
than to produc(3 iron. Each country must, thendbro, be 
mutually benefited, if England produces iron for France, 
and France grows wheat for England. 

We do not pretend to say that tln^ figures above given 
represent with numerical accuracy th(^ reduction in the 
price of iron and whc‘at which vvo\ild actually occur. 
According to the hypothesis just made,' wheat will in 
Englatid be reduced in price to 1 3.?. 4(/. a sack, and iron 
will in France be reduced to 15/. a ton, if it is supposed 
that the price of iron in England, and the price of wheat 
in France, are unaff(#cted by the international trade be- 
tween these two countries. But it will b(^ shown that 
this cannot, as a general rule, be the cas(',. Let it, for 
instance, be assumed that 500,000 tons of iron is the 
quantity which England (^ach year requires for her own 
use, and that she annually exports to France 100,000 j 


BOOK nr. 

CH. VII. 


Tlw price 
of the im- 
ported 
commodity 
ix Unvered 
in the im- 
portimj 
country. 


The price 
of the e.c- 
ported 
commodity 
is general- 
hj affected 
in the 
country 
e sporting 
it.p 



390 


Manual of Political Economy. 


BOOK III. 
CH. VII, 


It may he 

that the 
henefiU of 
interna’ 
tional 
trade are 
at the cost 
of one class 
of traders. 


tons; the ([uestion will then be suggested: — Will the 
price of iron be raised in consequence of the additional 
100,000 tons of iron which have annually to be produced 
for export to France? If no rise of price results, the 
price of iron will be unaffected by foreign trade. But it 
was shown, in Chapter ill. Book iri., that the price of 
minerals is regulated by laws analogous to those which 
control the price of agricultural produce. Consequently, 
in the absenctj of any counteracting circumstances, the 
prices of iron must rise if its supply has to be increased, 
because less productive veins of iron-stone will have to be 
worked in order to obtain the additional 100,000 tons of 
iron annually exported to France. These considerations 
show that the price of iron may very possibly in England 
be advanced from iOt to \2L a ton. If this be so, the 
importation of wheat from France will not cause so great a 
reiluclion in its price as that above supposed, for although 
England may still obtain fifteen sacks of wheat for one 
ton of iron, yet this ton of iron is now worth 121.; the 
fifteen sacks of wheat will therefore be worth 12/.; or, 
in other .words, wheat will in England be lO^., instead of 
13.V. 4(f., a sack. 

We trust that it has now been made evident that it 
is not the traders, or merchants, but the consumers of 
imported commodities who derive the gre.atest benefit 
from foreign (w)mrnerce, A cursory vicAv, however, of the 
subject may perhaps induce some to believe that the 
advantage resulting from foreign commerce is in a great 
degree counteracted by the pecuniary loss which is in- 
flicted upon the home-producers of those foreign com- 
modities which are reduced in price by foreign importa- 
tion. For instance, with reference to the trade in wheat 
and iron supposed to exist between France and England, 
it may be said, that, though there can be'” no doubt as 
to the benefit conferred upon the English nation by a 
reduction in the price of wheat from 30^. to Ids. a sack, 
it should on the other hand not b^ forgotten that this 
reduction in price must inflict serious loss upon the 
English growers of wheat; consequently the community 
is benefited at the expense of one class of traders. This 
opinion, in fact, forms the ground-work upon which are 
based many of the fallacious arguments of the advocates 
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of protection. We mil, therefore, proceed to explain the 
maimer in which the position of the home producer of a 
commodity is affect ed when the price of the commodity is 
reduced by foreign importation. 

In the exampic above investigati^d, the hypothesis has 
been made, that 1 00, 000 tons of iron arc eai^h year sent to 
France.', for which Fngland obtains in excliange 1,500,000 
sacks of wheat. England, now that she im][)orts wheat, j 
will manifestly havt; to raise from her own soil a diminislnal j 
(juantity of wheat. Her own yield of wheat might be i 
annually diminishiid by 1,500,000 sacks. The area of lier 
soil which is devoted to the growth of whiait will, t lua’idore, 
be lessened, and wlieat will no Iong(‘r be grown upon that i 
land which is least fertile ; or, in olher words, the least 
adapted to tlie growth of wheat. The margin eh* (culti- 
vation will thendbre ascend, and rents must he reduiced. 
Th(c farmer will thus ultimaUdy be comp(cnsated for the 
redue.tiou in the pricu.^ of whicat ; tin* landlords will suffer 
a loss from this diminution in the vahn* of their land ; the 
tanners may also be temporary losers ; some {‘arnn'rs, for 
instance, may be bound by long leas(.‘S, and rents may not 
be immediately adjusted consistently with tin.' iMcduetion 
which is supposed to have taken place in the pri(*e oi' 
whi'at. The home-trader, theredbre.c, may no doubt tmn]) 0 - 
rarily suffei* loss from the comjKititloii of fore ign traders in 
the same branch of industry; but it must bee remt*mbered 
that everything will again be adjusted, tecaustc, as has 
been so freipiently remarked, the competition of capital is 
constantly exerting a teiideiucy to smooth down any tem- 
porary inequality in tlie profits of different trades. Even 
if it is admitted that any particular class of traders are 
injured by foreign importations, the loss of profit whicli 
they thus suffer cannot justly be n'gardcd as a coufiscatmn 
of their private property, against which tlie Govtinmnnit is 
bound to protect them. Idiere can be no right to which a 
nation has a juster claim, than that every individual of' the 
community sL.)uld tjp freely permitted to obtain commodi- 
ties where he can buy them on the cheapest terms, and to 
sell them where he can realise the highest })rice. 

The trade between Englajid and France — which, as an 
illustration, has already been analysed — suggests one or 
two other points for consideration, which must be ex- 
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amiiied in order to establish a complete theory of inter- 
national trade. Summarising the hypothetical result at 
whi(di vv() have arrived, it will be remembered that 100,000 
tons of iron are exported from England, and that in ex- 
changes for this iron, 1,500,000 sacks of wheat are imported 
into Kngland. It has also been supposed that iron has 
been raised in ])rice in England from lOi. to V2l. a ton, in 
consi^rpience of this foreign demand; hence it has been also 
conchided, that since fifteen sacks of wheat are given in 
exchange for on(‘ ton of iron, fifteen sacks of wheat will 
be in England of the same value as one ton of iron. 
But if this be so, the price of wheat must manifestly be 
in England KJ.v. a sack, because the price of iron is con- 
sidered to be 12/. a ton. It has been assumed that, if therc^ 
were no foi eign trade, the price of wheat in England would 
be 806*. a sack; let it also be supposed that the English 
nation anuuall}' consuiiuvs 6,000,000 sacks of wheat. Con- 
sequently English farmers can grow (>,000,000 sacks of 
wheat, and obtain the (uirrent rate of ])rofit if the price 
of wheat is 30.v. a sack. But if 1,500,000 sacks of wheat 
are imported into England from France, the (piantity of 
wheat which will then be recjuired to bo grown in England 
will be 4,500,000 sacks instead of 6,000,000 sacks ; those 
lands, therefore, will be no longer sown with wheat which 
are least adapted for its growth ^ It has Ixien previously 
j)rov(‘d that, the j)rice of wheat is determined by the cost of 
producing it on those soils which are the least fitted for its 
growth. Th(.‘ price of wheat, therefore, will manifestly 
decline if the (|uantity whuih is nMpiired to be grown in 
England is diminished twenty-five per cent.; such a de- 
crease as this in the (juantity recpiired to be grown at home 
will manifestly result from the importations from France. 
BefoRi these foreign importations commenced, 80.9. a sack 
was a price adecjuate to remunerate those whb grew wheat 
upon the least fertile soils. The (juestion therefore arises: — 
What will be the price which will adequately remunerate 
the growers of wheat, when the quantity of wheat required 
is diminished twenty-five per cent. ? 

The terras upon which the foreign commerce between 

1 In order to simplify the investigation it is for the present assumed 
that tlie demand for wheat is not increased in consequence of its dimin- 
ished price. 
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England and France is supposed to be conducted imply 
that the price of wheat in England would be 1 (i.s*. a sack. 
But now this important point has to 'be considered — Will 
the (piantity of wheat which is recpiired by England 
(namely 4,500,000 sacks) be grown if the English farmer 
can only obtain IG.s*. a sack for wheats It is manifest 
that the (luantity of wheat required will not be produced 
if 1 6.S*. a sack is not a remunerative price, for English I 
farmers grow wheat for profit, and not for })hilanthropy. 
The people, ho weaver, must be supplied with wheat ; if 
therefore 16 . 9 . a sack is not a sufficient price to induce the 
English farmers to grow the (piantity of wht‘{it rocpiired, 
a higher price will be willingly othired, rathcir than that 
there should be any deficiency in the supply. Lc*t it 
therefore be sujiposed that wheat advanc.es to 20.9. a sack, 
and that at this price tlie supply is siithcient to meet the 
demand. Jhit let us now consider in what manner the 
commerce bcjtween England and Francii will b(‘ atie.cted 
by this advance in tln^ pricii of wlii'at. At first sight 
it ]nay appear that the ]}rofits of those who ex])ort iron ' 
would bo cmorniously increased by this advances in the 
price of wheat ; an ir<jn-inaster, for instanci.*, if lu' sells 
a ton of iron in England only obtains 12/. for it. wherea.s 
by sending it to Franc(‘ lie (.‘an exchang(‘ it for fifti^en 
sacks of wheat, which are in England woi*lh 15/.; then^- 
fore his profits appear to be inen^ased by. Jl/. upon each 
ton of iron exported. But thi‘ compc'tition of capital will, 
in this as in every othei* case, render it imjiossiblo for the ! 
iron-master to continue apjiropriating to himself thesi' 
exceptionally high })rofits; each iron-mast (>r would (,^agerly 
strive to send as much ir<ni as ])ossible to tVamu* if the | 
price obtained for a ton of iron exported to France ex- 
ceeded by 8/. the price realised for the iron when sold in i 
England. This anxiety to exjiort iron would soon cause, i 
the French market to be over-supplied; iron would there- ; 
fore fall in price in France, or, in other words, iron would | 
exchange for a less 4 |uantity of wheat. In this way the j 
quantity of wheat given for a ton of iron might be reduced 
from fifteen to twelve sacks. This fall in the price of 
iron in France will increase the demand for iron in that 
country, and it may be supposed that 120,000 tons of 
iron are exported to France, whereas the annual export 
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of iron had before only amounted to 100,000 tons. This 
increased demand in iVance for English iron will affect 
its pric(i in the latter country, and the price may con- 
sec juently advance in England from 12/. to 13/. a ton. 
Such are the terms upon which it may be supposed that 
the exchange bidween the two countries is ultimately con- 
ducted. A ton of iron will therefore now be equivalent in 
value to twelve sacks of wheat; but a ton of iron is in 
England worth 13/., therefore the price of wheat in Eng- 
land will be 21.9. (S(/. a sack. When wheat is at this price 
a much gnuiter quantity can be grown in England at a 
remunerative profit than when a sack of wheat sold for 

16 . 9 . ; it may, therefoni, be assumed that the wheat now 
I grown in England, together with the wheat imported from 

France, is sufficient to supply the English market. From 
what has been ju.st statc^d it will be perceived that it is 
necessary, in order to adjust the ecpiation of internatiotial 
trade, that the demand and the supply should be e([ualised 
; in both the countries. 

i It will be remarked, that the price both of the imported 
! and the exported commodity is affected by foreign com- 
merce. It has, for instance, been supposed, if England had 
no foreign commerce, that the price of wheat would bo 

30.9. a sack, and that the price of a ton of iron would be 
10/. It has been shown that, by foreign commerce, the 
prictJ of a sack of wheat may be reduced from 306*. to 
2U\ 8r/., and the price of a ton of iron raised from 10/. 
to 1 3/. It may therefore be naturally asked : — Is it (;ertain 
that the consumer of (iom modi ties is benefited by foreign 
commerce ? May not the advantage arising from the 
reduction in the price of the imported commodity be 
entirely nullified by a rise in the price of the exported 
commodity ? It can be proved, without entering into 
details, that the wealth of a nation must be* increased by 
foreign commerce. Foreign commerce increases the pro- 
ductive powers of labour and capital by causing labour 
and capital in each country to be applied to those par- 
ticular branches of industry for which the country has the 
greatest natural advantages. Thus the wheat imported 
into England would cost very much more, if grown in 
England, than the iron costs with which this wheat is 
purchased from France, Consecjuently foreign commerce 
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increases the productive powers of labour and capital, and 
therefore must augment each nation’s wealth. 

It is, however, no doubt true, that a particular class of 
consumers may not be benefit(?d, but, on the other hand, 
may be injured by foreign conim(uce. If, for instance, 
wheat is imported from France to England, in exchange 
for iron, an increased (juantity of wheat must b(' grown in 
France, and, therefore, the price of wheal will rise* in 
France; the iron which Franco imports from England will 
of course bo reduced in price. But to the great body of the 
p(iople, and certainly to the labouring classes, cheap iron 
will afford no compensation whatiiver for ev(‘n a slight ris(^ 
in the price of bread. It is, however, to be borne in mind 
that any special class that may 1 k‘ injured by a rist^ in the 
price of an exported commodity will reecivo a (compensation 
in the general stimulus giv(ui to the industry (^>f a country 
by the dev(dopment of tbreigu conmK/.ree. There is no 
section of the c(.)minunity whic^h will probably more larg<^ly 
participate in those advantages than tin* labourers, because, 
as has often Ixhui ex])lained, the chief result of th^e (‘X- 
change, not only b(‘two(‘n differ(‘nt countries but also 
between different parts of the same country, is to in<‘r(?as(‘ 
the (jfficieney both of capital and labour, and if more 
wealth is produced by the expenditure of the same amount I 
of capital and labour, more can be distributed as profits to i 
the employer and as wages to the laboureifc 

We have bc‘en the more anxious to point out the loss i AUhomfl 
which foreign commerce may inflict u])on those who con- i 
sume the exported commodity, although tluj loss is oik‘ aumi-r m 
which is doubtless more than made up for in practice take pin 
by counterbalancing advantages, bi^caust^ it is too much i 
the custom to think only of the iiitcu’cst of the trader i 
or merchant^ and entirely to forget tin* consumiT. Many j 
of our statesmen consider that the nation must be ad- , 
vancing in prosperity and happiness if the Board ofi 
Trade Returns exhibit an augmentation in the exports ! 
and imports. But mn behalf of the consumer it should be I ‘ 
borne in mind, that a rise in the price of the commodities | 
exported is not iTufrecpiently a prominent featun.* of an 
expanding foreign trade. Although this, as a possible 
result of foreign trade, is one which ought not to be lost 
sight of, yet we should be the last to advocate that com- 
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mercial intercourse between countries should be impeded, 
because commodities may rise in price in the country from 
wliich they are exported. A policy which should attempt 
sucli rc.*stricti()ns would not only be unwise, but ought 
almost to be stigmatised as wicked. Man, we conceive, 
has an indefeasible right that the wtjalth which ministers 
to his wants, and provides his enjoyments, should be pro- 
duced with as little labour as possible. This can only be 
secured by perfectly fre(‘ commercial intercourse between 
all nations. The benetits confern'd by foreign commerce 
are truly cosmopolitan ; for foreign commerce brings men 
of every nation in contact, and thus becomes the most 
powei-ful agent of civilisation. It removes the barriers 
lietween nations, and makes them one, as far as their 
industrial economy is concerned. A rancorous (umiity, 
C()nibin(3d with an ignorance of the true principles of trade, 
for centuries raised cv(uy possible obstacle to a trade 
between Franco and England. Many of our manufactured 
commodities are far superior to those possessed by the 
French; they, on the other hand, had products which 
could not be grown on our soil, and under our climate. 
If the Straits of Dover were bridged over by a narrow 
strip of land, and the two countries formed one nation, 
it would seem inexpressibly absurd that those who lived 
in the north of tlu^ country should scarcely be permitted 
to taste the products which are grown in the south ; it 
would seem ecpially absurd, that people in one part of the 
country should be compelled to manufacture certain com- 
modities, under the most unfavourable conditions, because 
they were not permitted to purchase these commodities 
in another part of the country, although there, the quality 
would be better, and the price cheaper. A restrictive 
policy which seems so unreasonable if two nations become 
one, is not more defensible when the two ' nations arc 
S(3parated by a boundary which is often merely artificial. 

It has been thought desirable to point out the injury 
which in certain cases may be inflicted on particular 
classes by foreign commerce, in order to show more clearly 
the causes which make so many countries still favour a 
I policy of protection. The advantages which England has 
: derived from free trade are so striking and so apparent, 
that our countrymen are perhaps too prone to treat those 
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who support protection with contempt and ridicule. It 
should, however, be remembered that in almost every 
country except our own the protectionist party is numerous 
and powerful. Free trade has never be(ui popular eitlier 
in France, the United States, or in our coloni(‘s. It. has 
moreover been repeatedly shown that in America and 
Australia the great body of the working mcui are ardent 
protectionists. "I'he reason of this is probably due to the 
fact that they observe the loss which may be indicted u])on 
particular classes of the community by unresl rict(‘d for(?ign 
commerce, whilst they fail to understand t,h(,> advantages 
which will more than compensate this loss. It is supposed 
that labourers have a particular interest in protecting the 
trade to which they are accustomcjcl against foreign com- 
petition. Thus a cotton operative' in Anuirica might be 
ready to admit that the aggregat(‘ ym»duct.ion of wealth in 
his country would be increased if all cotton goods wc're 
importcKl trom Lancjashin*. But he would argue* thut if 
the cotton manufacture should cease in America, he would 
lose the advautag(‘ of his ac(piir(*d skill; he wouhl b(‘ com- 
pelled to resort to some (‘m|)loyment to which he was not 
accustomed, and in which he would conse(|iU‘ntly obtain 
lower wages. It is only fair to a(jknow](‘dge that these' 
allegations may be true. Tlic only way in which they can 
be met is to assert the principle that mankind in g(*neral 
is intercst(?d in having no iimu'cessary obst;f(des interposed 
to the production of wealth. A governinmit cannot be 
pursuing a just or wise, [K)licy if it causes the labour and 
capital of a community to work with diminishe«l etticiency. 
The abolition of all productive duties in Ameri(*a might 
temporarily cause some loss to particular classc's. The 
introduction of the greatest indust i-ial imja-oveinents has 
always caused some suffering to individuals. Not a few 
coach-propri^ors and road-si(le innkcepeus were ruined by 
railways. Every new machine that is invented dispenses 
with the necessity of employing some kind of riianual 
skill which was previously a valuable possession to those 
who applied it. A government would not for these reasons 
impede the construction of railways or the introduction of 
machinery. It would be felt that the temporary interests 
of the few must not stand in the way of the permanent 
welfare of the many. Similar considerations resting on 
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a wid(3r basis suggest tlie arguments to be urged against 
protection. F roe trade enables the labour and capital of 
each country to work with uiaxinium offi(dency. The 
additional wealth which is consequently produced when 
commerce is unrestricted far more than compensates a 
nation for the temporary loss intlicted on individuals by 
the abolition of protective duties. 

Although, as })reviously remarked, few can now be found 
in England who would favour the re-imposition of protective 
duties, yet there arose a hiw years since a new and some- 
what curious obj(3cti()n to frt^e trade. England, it is argued, 
is suffering because with regard to the abolition of protec- 
tive duties there has not been sufficient reci])rocity between 
her and other countries. Jt is in fact argued that free 
trade is excellent when all countries adopt it, but that 
a country pursues a too generous course, and one involving 
too much self-sacriti(;e, if she abolishes protective duties 
whilst her neighbours retain them. It is no doubt per- 
fectly true that England would be benefited if other 
countries adopted free trade. We, therefore, have every 
inducement to do all in our power to make them take 
such a course. It is also equally true that other countries 
have shared the advantages which England has (h^rived 
from free trade ; but if we re-imposed protective duties 
because other countries are sufficiently unwise to retain 
them, the only< result would be that we should inffict an 
injury up(m ourselves in order to avenge the unwise 
financial policy pursued by other countries. England 
would be largely benefited by the active stimulus which 
would be given to her iron trade, if America would remove 
protective diities upon manufactured iron. But we should 
be acting with ignorant [)erversity if we refused to buy the 
wheat from America which we so urgently retpiire, because 
America refuses to purchase as much Englisn iron as we 
are willing to sell her. It is, therefore, evident that with 
regard to free trade there is reciprocity, but in a sense 
directly opposed to those who desire that protective duties 
should be re-imposed because other countries will not 
abolish them. The advantages associated with free trade 
are reciprocal, because even if only one country adopts 
such a policy, the benefits resulting are diffused over every 
country with which commerce is carried on. 
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It is probable that the opinions in favour of reciprocity, 
to which reference has just been made, have received some , 
encouragement from the attempts i hat have been made 
to negociate commercial treaties with various foreign ; 
countries. It cannot be denied that such treaties are to 
a certain extent a dc}])arture from the principles of free 
trade. Thus in negociating a commereiai treaty with 
France, if it is said that in the event of France making 
a certain redaction of duty on various hinglisli goods, 

England will make corresponding reductions in duties on 
French goods, it at OIlC(^ beconnjs obvious that a ('.ertain 
sanction is given to the principle that n‘<luctions in duties 
are made, not be(;aus<^ tln^y aiv good for thc^ country 
which makes tliem, but because they leud an in- ! 

creased foreign oullet for home produce. This probably : 
indicates the chief caus(5 why England failed in her | 
nogociations to renew the (jommereial treaty with France ; | 
for it is (wideut that unless England were pr(‘[)ared to ! 
depart from tlie principle of free trad(‘ sh(i could tjot j 
threaten France with rt‘-imposition of duties. Although ■ 
it is to be regretted that the commercial treaty with 
France was not renewed, yet an important advantage has 
been gained in leaving England greater freedom to deal j 
with various import duties than she would have had if a ; 
treaty had been concludecF. | 

It now becomes necessary, in order complete the The cost oj 
theory of international trade, no longer to omit the con- 
sideratiou of the cost of carrying from one country tc^ tah>n into 
another the commodities which are intorchaiiged. The j account, 
subject will be best explained by the formed example, i 
Let it be assumed that the cost of exporting irem from the , 

English to the French market is \L per ton, and that tlui i 
cost of expcjfting wheat from the French to the English i 
market is 2s. a sack ; the question therefore at once sug- 
gests itself : — What share of this cost of carriage is bonier 
by each country respectively ? Let the terms of exchange 
be one ton of iron fer twelve sacks of wheat ; the iron in 
England being raised in price from 10/. to VU. a ton, in 
consequence of the foreign demand. We will hrst examine 

The subject of commercial treaties and many questions connected 
with free trade and protection referred to in this chapter, I have discussed i 
at greater length in another book called Free Trade and Protection. j 
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what will take place if the cost of carriage were borne 
entirely by the exporter ; the English merchants paying 
the whole expenses of sending the iron to France, and the 
French merchants paying the whole expense of sending 
wheat to England. Upon this hypothesis, although Eng- 
land would nominally sell her iron to France at 13/. a ton, 
yet the real price would be only 12/., because 1/. per ton 
has to be deducted for cost of carriage ; similarly 2.v. a sack 
would have to be deducted i'rom the nominal price which 
the French obtain for the wheat sent to England. If, 
therefore, France gave TJngland 18/. a ton for iron, iron 
must be selling in the English market for 12/. a ton : if it 
^)ld for mori', it would be manifestly t(3 the advantage of 
the English merchant to dispose of his iron at home, 
instcuid of exporting it to PVanec^ ; for the same reason 
wheat must be selling in the French market at 2tS\ a sack 
less than the price at which England purchases it from 
France, in order to C(nnpen8ate the French exporter of 
wheat for the cost of carriage. Each country wdll therefore 
have to. pay a higher prict? for the commodities it im- 
I ports, in consecpience of the cost of carriage ; therefore the 
j demand for tin*, imported commodity will not be so great 
1 as it would be if no expense wore involved in carrying 
i goods from one country to another. There will, therefore, 
be a diminution in the French demand for English iron, 
and in the EngJ^sh demand for French wheat. But the 
falling otf in the demand may vary in difFtu’ent ratios in the 
two countries. Thus a rise of 26*. in the price of French 
wheat may diminish the demand for French wheat in 
England by one-fifth, w'hereas a rise of 1/. a ton in the 
price of iron may cause only a decrease of one-tenth in the 
(piantity of iron purchased by France from England. Our 
•previous analysis has shown that the terms, upon which 
i commodities are exchanged, in international trade, are 
entirely regulated by the demand. Each country purchases 
the iinported commodities by those which are exported; 
and the amount of the demand whiii/h a country has for 
any commodity depends upon its price; if, therefore, a 
country wishes another to purchase a greater quantity of 
her exports, the price of these exports must be reduced ; 
consequently, when the bargain of international trade is 
finally settled, the price of imported and exported* com- 
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modities must be such that each country is enabled, by book m. 
means of her exports, to pay for all the commodities which ^ 

are imported. 

If the cost of carriage should raise the price of the com- The share 
modities interchanged in foreign commerce, the amount 
of this increased cost, which is borne by each of the coun- home by 
tries respectively between which the trade is carried on, eae.hde- 
depends upon the relative degree in which the ileman d 
for imported commodities is afiected. Thus it was above • ^ ‘ • 
supposed that the cost of carriage diminishes, the demand 
for French wheat iu England by one-tifth ; whereas the 
same cause only diminishes the demand for English iron 
in France by one-tentli. We will illustrate this by a 
numerical example. 

Suppose that 100,000 tons of iron would be each year Analysis 
exported from England to France, il‘ commodities could of the effect 
be sent from oiu^ country to another without any cost of fna^par- 
carriages; and that, under the same supposition, France ticular 
would export to Englaiul 1,500,000 s;v.iks <.)F wheat in ex- 
change for the iron, L(‘t it also be assumed thatjinglish 
iron would sell foi* \M. a ton in France if i/here were no 
cost of carriage ; the cost of carriage, being li. a ton, will 
raise the price of English iron in the French market to 
ICi. a ton. Similarly, it may be assumed that cost of 
carriage raises the price of French wlu'at in the English 
market from 20, s. to 22*\ a sack. If Engliskiron were sold 
to France at 15/. a ton, and if French whe^at were sold to 
England at 20, v. a sack, France would import 100,000 tons 
of iron, and England would import 1,500,000 sacks of 
wheat ; the ecpiation of international trade would conse- 
quently be satisfied, because the exports from each country 
would be exactly equivalent in value to the imports. But 
the rise in the price of English iron to IG/. a ton di- 
minishes the* demand of France by one-tenth, and the 
demand of England for French wheat is diminished by 
one-fifth, if its price rises to 22^. a sack. Although, there- 
fore, the French will# only purchase 90,000 tons of iron at 
16/. a ton, yet they may be willing to increase their pur- 
chases by 5,000 tons, if iron is reduced in price bs, a ton. 

The English iron-masters must submit to this reduction 
in price, because the demand for iron in France has been 
diminished by the cost of carriage, and the supply will 

M. G C 
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consequently exceed the demand if the price of iron re- 
mains at 16Z. a ton. The French exporters of wheat must 
siibiuit to a still greater reduction in price, in order to 
ecjualisii the demand to the supply, because the demand 
of Fhigland for French wheat, when its price is raised, is 
more affected than is the case with the demand of France 
for English iron, when its price is raised. French wheat, 
therefore, may sell in England for 2ls. instead of 226?. a 
sack ; if this be so, the French growers of wheat will only 
obtain 196*. a sac^k for the wheat which they export to 
England, because there must be sufficient difference be- 
tween the price of wheat in France and England to cover 
the cost of carriage, which is 26*. a sack. In a similar way 
the English iron-masters will only obtain 14/. 156*. a ton 
for the iron which th(‘y export to France, if iron is sold in 
the French market at 15/. 15^. a ton; because there must 
be such a difference between the price of iron in the 
French and English markets to cjover the cost of carriage, 
which has been assumed to be 1 /. a ton. The hypothesis 
which has been made conse(|uently leads to the following 
results. 

j If there were no cost of carriage, iron would be selling 
1 in the English and French markets at 15/. a ton. The 
j cost of carriage, which is supposed to be 1/. a ton, raises 
! th(5 price of iron in France to 15/. I os. a ton, or, in other 
j words, increas(6s the price of iron by 156*. a ton. It would, 
j therefori*, app(‘ar that France pays seventy-five per cent. 

I of the cost which is involved in sending iron from England 
; to France. 

! Again, if there were no cost of carriage, French wheat 
I would be selling in England and France at 20s. a sack ; 
j the cost of carriage, which is supposed to be 26r. a sack, 

: raises the price of French wheat in England to 21s. a sack ; 
the cost of carriage, therefore, although amounting to 2s. 
a sack, only raises the price of wheat Is. a sack in England. 
It would, therefore, appear that England only pays fifty 
per cent, of the cost which is involved in sending wheat 
from France to England. 

These results consequently lead to the conclusion that 
France contributes more to the cost of carriage than, 
England, or, in other words, that as far as international 
trade is concerned, the latter country is placed in a better 
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position, as regards the cost of ctirriage, than the former 
country. This conclusion still further corroborates the 
following principle — If any new element, such as covst of 
carriage, affects the terms upon which the trade, between 
the two countri(^s is conducted, the re-adjustment of the 
bargain will most turn to the advantag<‘ of that country 
whose demand for the imported coinmoditic's is ('ither 
most diminished or least increased by the new conditions 
of which account has to be takcui. 

It has been assumed, in the remarks which have just 
been made, that the difference in tht^ price of any com- 
modity, in two countries between which there is free 
commercial intercourse, cannot exceed the cost of sending 
a commodity from one country to tlui other\ Although 
this propositioTi app(^ars tc) be a stdf-evident truth, yet it 
may be perhaps advisable to say a f<‘W words upon it. 
Lc^t us take, as an example, the cas(^ abovi^ analysed. It 
has b(K>n there assununl that the cost of semding iron to 
Framie is \l. a ton, and th(‘ cost of sending whi^at from 
France to England is ts. a sack. If there wen? no cost of 
cari’iage, the price of iron and wheat must be the same 
in England as in France*; b( ‘cause if iron would realise 
even as little as 2.s*. 6r/. a ton more in France than in 
England, the English iron-masters would vie with each 
other to sell as much of tlndr iron as possible in France, 
in order to secure the extra 2.s*. iSd, a tofl. This eager 
competition would ra])idly reduce the price of iron in the 
two countries to an ecpality. It will be remembered that 
it has been also ass\ lined that if there wtux* no cost of 
carriage English iron would sell in each country for 15/. 
a ton, and that French wheat would sell in each country 
for 2 O 5 . a sack. These prices would adjust the ef|uation 
of international trade, enabling the exports of ijach country 
exactly to pay for the imports. Again, it has been as- 
sumed that, when the cost of carriage is taken into 
consideration, English iron must sell for 15/. 15,?. a ton 
in France, and Fremch wheat must sell in England for 

^ lu proving the proposition that there cannot be a gi eater difference 

the price of any commodity in two countries than wliat is equi- 
^ nt to the cost of carriage between them, it is necessary to suppose 
^hat in those countries where import duties are imposed, the cost of 
carriage includes not only the cost of conveyance but the amount of the 
duty. 
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21.9. a sack, in order that the equation of international 
trade may be satisfied. The question now suggests itself: — 
What, under these circumstances, will be the price of 
English iron in England, and what will be the price of 
French wheat in France ? The answer may, at once, be 
given, that the price of iron in England will be 14L 15s. a 
ton, and that the price of wheat in France will be 19s. 
a sack. This must be the case, for since the cost of sending 
iron from England to France is supposed to be 11. a ton, 
the difference in the price of iron in the two countries 
must be U. a ton. If the difference were less than this, 
and the price of iron were 15^. a ton in EJngland, no iron- 
masters would send any iron to France, as it would be so 
much more remunerative to sell it in England. 

Again, there cannot be a greater difference in thli price 
of iron in the two countries than 1/. a ton, for if iroii were 
16/. 10s. a ton in France, and 15/. in England, the English 
iron-masters would vie with each other to sell all their 
iron .in France, since their iron, after paying the cost of 
carriage, would realise 10.9. a ton more in France than 
in England. These considerations establish the proposi- 
tion that the difference in the price of any commodity, in 
two countries, is exactly ecjuivalcnt to the cost of sending 
this commodity from the one country to the other. 

It may be objected that jjrices in different countries 
cannot be compared, because countries have seldom the 
same currency. Without anticipating the remarks which 
will be made in a future chapter on currency, it will be 
sufficient to state that the price of a commodity in different 
countries can always be ‘compared by conSic^Jir bow 
much gold..-it viii exchange for. The distinctive charaJ^' 
istic of a substance like gold, is, that it is a universal ni^ 
diura of exchange ; people in France are as ready to sell 
their commodities for gold as we are in England. The 
cast of sending an ounce of gold to France is most trifling, 
and therefore, if an ounce of gold would purchase a greater 
quantity of wheat in France, including the cost of sending 
the wheat from France to England, than could be pur- 
chased by the same quantity of gold in England, gold will 
be exported to France for the purpose of purchasing wheat. 
The demand for wheat would therefore i^e in France, and 
its price would increase. Similarly, if the Fin gHah con- 
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sumers of wheat purchased wheat from the French instead book m. 
of the English growers, the demand for wheat in England , ch» vn. 
would decline ; this rise in the price of French wheat, and 
this fall in the price of English wheat, would continue 
until at length there ceased to be any profit in sending 
gold from England to purchase wheat in France. Such a 
profit would manifestly cea^se to exist if there were no 
‘"Teater difference in the vahn^ of wheat in the two eoun- 
-^'8^ estimated in gold, than would be equivalent to the 
cost of carriage. But the price of a commodity has been 
defined to be its value estimati^d in gold. It may be, there- 
fore, said that if the trade between two countries is })er- 
fectly free, there cannot permanently be any greater dif- 
ference in the price of any commodity in tin*, two (Countries 
than >fould be equivalent to the. cost of carrying the com- 
modity from the one country to the otlnu*. 

Through<Hit this chapter, the assumption has bcu'n made Thc»e 
that foreign commerce has beem n‘.stri(‘te(l to two (mm- 
tries, and to two commodities. The prin<’ipl^^s which have 
biieii deduced fr'om this assum[)tion miabU' us to esta- between 
blish a compl(‘-te theory of international trad**.. ]j(‘t us (;on- 
sider how the bargains of foreign comnuu’cc* aixi adjusttid counlrien 
in such a country as England, which exports the most in antj 
varied commodities to every country in the woi ld, and im- 
ports in exchange every product which can eitluu* gratify ^ ^ * 
the desires, or minister to the wants of Ijie people. In 
this (jase it is equally true that there is an equation of 
international trade which must be satisiied ; it is easy to 
show, by a method of investigation similar to that pursued 
when corn was supposed to be exchanged I'or ii'on, that the 
aggregate exports must ultimately pay for the aggregate 
imports. The terms upon which this exchange is con- 
ducted are regulated entirely by the relative*. am(nmt of 
the demand ^hich exists in two trading countries for the 
^various commodities which each country respectively im- 
^rts. It has already been shown that England must 
[give France a greater* (Quantity of iron for the same am(3unt 
m wheat, or, in other words, the terms of the exchange 
Hvill turn to the advantage of France, and to the disad- 
vantage of England, if England's demand for French wheat 
^increases in a greater ratio than the demand of France for 
pnglish iron. In a similar way the . bargain of foreign 
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trade will become less favourable to England, or, in other 
words, England will be compelled to receive less for her 
exports, and to give more for her imports, if her demand 
for the various commodities which she imports increases in 
a greater ratio than the demand which other countries 
may have for the various commodities which compose her 
aggregate exports. 

It has been shown in this chapter that a country pays 
for its imports by the commodities it exports, and that the 
equation of international trade is adjusted when the ex- 
ports are exactly equivalent in value to the imports. It 
may, however, be thought that this adjustment never 
actually takes place, because in no country does it appear 
that the exports are e([ual in value to the imports. Eor 
instance, the value of the commoditic^s imported into Eng- 
land always grt'atly exceeds the value of those which are 
exported. This excess has for many years considerably 
exceeded 100,000,000/. ])er annum \ On the other hand, the 
commodities exported from India always greatly exceed 
in value those which arc imported. Tl]fi 
exports from India for the ton ISsToxceeci?*'^ 

the value of the imports during same period ’hv nearli” 
190, 000, 000?., an average of 1,0,00,000?. a yearl this oxce,^ 
of exports over itp.-.vvs' is ii„t an accidental circumstance" 
hut rem-nts the normal condition of Indian trade.’ 

When It is said that exports and imports must be 
equivalent in value because a country pays for her imnorts 
by her export.s, it is taeitly assumed th^a eouSyZ t 
make to foreign countries no other payment except for the 
commodities she imports, and that LVeoSL Lve 
on their part, to make no other payment to herSpt for 
the commodities which she has exported to them ^Tpon 

constant tendency m operation to make the exports from a 

Tr r^veT'^t"* “ commodiJs impoSd 

For, reverting to our previous example, suppose that the 

^ See Statistical Abstract, 1887. ^ 

See Statesman's Year^Book^ 1887, 
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foreign commerce of France and England respectively was 
confined to an interchange of commodities between these 
two countries. If the value of the goods which England 
sells to France exceeds the value of the goods which 
France sells to England, it is obvious that a balance, 
which must be liquidated by a transmissioji of money, 
will be due each year from France* to Knglaud. The 
amount of money in France will thus be constantly dinii- 
iiished, and the amount of money in England will be pro 
tanto increased. The result of this will be that prices will 
be continually declining in France and continually rising 
in England. But a rise of pric(;s in England and a fall of 
prices in France will make it more advantageous for Eng- 
land to purchase commodities from France, and will make 
it less advantageous for France to purchase (u)inmodities 
in England. Hence^ the (ixports to Fraiu;e will diminish 
and the imports from Fraix^e will increase. It, tl\ercdbre, 
follows that when the (‘X[>orts exceed the im))orts a force 
is brought into opt'ration t(^ diminish the ex]>orts and to 
increases the iinporls, and this force will cojitimie in opera- 
tion until a position of ecpdlibrium is attained .‘uid the 
exports are equal in value to tlie imports. 

But the conclusioii which has just b(‘(‘n t‘stablished is, 
as before remarked, based on the supposition that the 
countrh^s which trade with each other h;t,v<‘ no other ])ay- 
ments to make or to n^ceive, except for th(.; (H)mmodities 
which are imported and exported. J3ut stipj)ose that 
France has to make a large annual payment to England 
of 10,000,000/. as interest for money which England has 
lent to France ; it can theji be readily shown tliat the 
amount of commodities which England imports from 1 
France will exceed the value of her exports to that coun- 
try by 10,000,000/. a year, this being the annual amount 
of the indebtedness of France to England. The exports 
can no longer be equivalent in value to the imports, be- 
cause, if this were so, France would have eacli year to 
transmit to Englai^ 10,000,000/. in order to pay the 
interest on the money borrowed from England. If the 
monetary circulation of England were thus (*ach year 
largely added to, and the monetary circulation of France 
were each year reduced, it is obvious that gold would be- 
come comparatively plentiful in England and scarce in | 
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France, or, in other words, prices would rise in England and 
decline in France. It would, therefore, each year become 
more advantageous for France to pay the amount owed to 
England by transmitting commodities instead of money, and 
thus it is evident that an adjustment would ultimately be 
attained, when France exportt‘d to England a sufficient 
amount of commodities not only to pay for the commodities 
she imports, but also to pay the amount which she annually 
owes to Ktigland. It, therefore, a])pears that it is not 
correct to Siiy that in all cases the ecjuation of interna- 
tional trade recjuires that the exports of a country should 
be e(|uivalent in value to the imports; on the contrary, if 
a country is in debt to other countries, her exports will 
(;xce(3d in value her imports by an amount ecpiivalent to 
her annual indebtedness. If, on the other hatjd, a country 
should be a creditor and not a debtor of other countries, 
the value of her imports will exc(?(*.d that of her exports by 
an amount which will be equivalent to the indebtedness 
of other countries to her. In estimating the amount of 
iiidebtodiless of one country to anothcT an account ought 
also to be takem of payment due for sc^rvices rendered, such 
for instance as the carriage of goods. One of the chief 
reasons why the imports from the United States to 
England always largely exceed in value the (jxports, is due 
to the fact that the carrying trade between the two 
countries is almost entirely done by British ships ; (SO per 
cent, of the international comiiKU’ce of the United States 
being carried in foreign vessels chiefly English; whereas of 
the aggregate tonnage reaching English ports 70 per cent, 
belongs to British owners\ It is, therefore, evident that a 


1 [These were the proportions in 1882. The Statesmuji^s Year-Book 
for 1887 states that in 1885—6 only 15 per cent of the total exports and 
imports of the United States were carrh^.d in her own vessels; while 
the return given in the Statistical Abstract, 1887, show's that British 
shipping predominates even more than formerly over foreign shipping 
in our own ports. Of the total tonnage of ships entered and cleared at 
English ports in 1886, nearly 75 per cent belonged to British owners. 
Sir Lyon Playfair has recently stated {Titles ^ Dec. 17, 1887,) that 
England builds as many steam-ships in one year as the United States 
do in 15 years ; he adds that the practical result of the rivalry between 
England and America, in the matter of shipping, has been to sweep the 
commercial flag of the Stars and Stripes from the Ocean. England’s 
marine is triumphant everywhere, according to the confession of 
Americans themselves, except in the coasting- trade of the United 
States, which is closely preserved by protection.] 
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considerable amount of the produce exportt^d from thi‘. m 
United States represents a ])ayment to English merchants , ch. vn. 
and shipowners for the service rendered in carrying Amei'i- 
can produce. The enunciation of these* |i)rinci[)les at^ once 
affords an explanation of the circumstance to which ah 
lusion has already been made, namely, that England’s 
imports largely exceed hi‘T exports, whereas in Jndia, and 
in many otlier countries, th(^ exports exceed the imf>orts. 

Eroiri tlu‘ ninnber of foreign loans that are raist'd in tln^ 

London Moiuiy Market, and from th(‘ great amount of 
English capital that is embarked I in vai-ious tbreign inva^st- 
ments, it is (]uito evident that large sums are t‘ac,h year 
due to England from foreign count.ri(‘s, iiK^'pcaident-ly of 
the amount whicdi may b(‘ due t(> Ejigland for thci 
commodities purchased from how it follows that 

foreign countries will have to scaul to England an amount 
of conimoditicjs considerably in ex<H‘ss of' the amount 
whi(ii would be recjuired to pay for t lu‘ commodities 
procured from England. It, therefore,, appears that Eng- 
land’s import-s laigely (^xc(‘(m 1 her export.s b('(;a,us(‘ of tlu' ! 
great amount of ca])ital whuii she has inv(.*st.ed in fonign 
countries. 

Aft(*r the explanation which has just Ix.^en givtn, it is | 
scarcely m‘-cossary to say that if a country borrows from j 
other countries more, capital than she lends to them, an 
exactly opposite })henomeTjon will occur, to that which 
happens in England, for then the exports nmst la* in 
excess of the imports. For instance, it^ is w(*ll known that 
scarcely any capital is endairked eitlna* by the Indian 
Government or by the Indian |)eople in any foreign in- 
vestment, whereas England has h^nt large* sums to the 
Indian Government, and agr(‘at amount of English capital 
has also been invested in various undertakings in India, such 
as railways Itnd irrigation works. A considerable amount 
is conseepiently each year dm* from India to England for 
the money which has thus been invested in India. India 
has also annually ^o pay England a very larg(‘. sum for 
the expenses incurred by the Government {)f India in 
England, such as official salaries, and tifficial pensions. 

India, therefore, has to export commodities not only suffi- 
cient to pay for those which are imported, but also sufficient 
bo liquidate the payments to which reference has just been 
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CH. VII. ^ (3XC0SS of her imports. 

The principles of inteniational trade have now been 
examined in sufficient detail. In the next chapter these 
principles will bo applied to a very important Ciise. The 
laws will be investigiited which determine the value of 
money, when the precious metals of which money is com- 
posed are censiderc^d a-s commodities, exported and im- 
ported as oixlinary articles of commerce. 



CHAPTER VIII. 

ON Till: TRANSMISSION OF TUE PREOlOUS METALS FROM 
ONE (JOUNTRV TO ANOTHER. 


E ach country obtains its supply <>1 the yjrecious metals 
in two distinct ways. In tlie first ])la(n.', gold and 
silver are imported from the mining eountrii's as ordi- 
nary cornnuKlities of C()mmorc(‘, and secondly, the' precious 
metals, in the form of money h are seot trojii om.5 country 

^ In this cliaptor, it is nssnnKjd tliat the value of the metal which is 
chosen as the standard cuiTency in each country is t)ie sanjc wliethei in 
coin or in bullion. Thus in England, the standard currenu-y being gold, 
the value of a given weight of gold, whether in coin or in hiillion, is the 
same; whereas, India having a silver standard, the same remark applies 
in that country to silver. It has already been stated that a (jertain ! 
weight of gold must have the same value whether in Imllion or in specie, 
if no charge is made for the expense of coining this gold. In England 
the coining of gold is performed by the Mint gratuitously. If, tlicrofore, 
an ounce of gold is taken to the English mint, its vfilne must be exactly 
represented by the amount of money into which it (‘an he coined. As 
previously stated, silver and bronze money have an exchange value as 
coins greater than the actual value of a oorresponding weight of the 
metals of which they are composed. Hence the authorities of tlic Mint 
very properly decline to coin silver and bronze for private individuals; 
if this rule were departed from, individuals would be able to make, at tlie 
expense of the nation, a very considerable jirotit by bringing silver and 
copper bullion to the Mint and getting it coined. If gn)ld in bullion were 
in the slightest degree more valuable than when in coin, it would at once 
become profitaMe to melt money and thus convert it into bullion. If, on 
the other hand, gold bullion were less valuable than coin, bullion would 
be immediately taken to the Mint to be converted into money. It is, 
therefore, evident when no charge is made for coining, that the value 
of bullion and specie must be exactly etiuivalent. It may, however, be 
thought expedient that^the Government should not bear the cost of 
coining. A certain sum might be charged, termed a seignorage, when 
bullion is converted into money. If it be assumed that this seignorage 
is one per cent, upon the amount coined, the value of a certain quantity 
of the precious metals when in the form of money would exceed by one 
per cent, the value of the same weight of bullion. The question whether 
or not it would be desirable to impose a seignorage at the English mint 
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to another for varioiiR purposes. For instance, loans are 
raised in England for India, and these loans are in part 
transmitted to that country either in bullion or in specie. 
Jt also fre(juently happens that a large amount of capital 
in the form of bullion or specie has to be exported for the 
carrying on of some industrial undertaking, such as the 
Suez Canal. A great portion of the rent of the land in 
Ireland is paid in money to absentee landlords. Capital 
may be invested in our funds and railways by foreigners, 
whose dividends will be annually paid to them in money. 
Again, with rc^gard to international tradii, it must be 
remembered that commodities are not always exehangiid 
by barter, but are almost always bought and sold for 
money. English merchants who purchase wheat from 
France ])ay for it in money, instead of offering other 
commodities, such as iron and coal, in exchange for 
this wheat. These and many other circumstances which 
might be enumerated, cause a considerable amount of the 
precious i.netals to be constantly passing, either in the 
form of inoney or bullion, from one country to another. 
It will be convenient, in the first place, to consider the 
precious metals as exports from the countrie.s whence they 
are obtained. 

A considerable portion of the imlustry of Australia and 
California is devoted to gold -digging ; gold is, to these 
countries, as truly a staple article of export as hardware or 
cotton cloth is in England. The precious metals may 
therefore be regarded as an ordinary article of export or 
import ; the value of these metals is consequently regu- 
lated by the same laws as those which determine the value 
of any other commodity which is bought and sold in the 
transactions of foreign trade. For instance, Australia, like 
any other country, must pay for the commodities she im- 
ports by those which she exports. It makes tio difference 
whatever that an important item of Australias exports 


i must be mainly determined by considering whether the inconvenience 
arising from even slightly altering a recognized standard of value would 
be compensated by removing the expense now imposed upon the nation 
at large by our present system of gratuitous coming of gold. It must 
moreover be borne in mind that as the representative value of our silver 
and bronze coinage is greater than its intrinsic value, the State makes a 
profit upon the coinage of silver and bronze, which more than compen- 
sates for the slight loss in the gratuitous coining of gold. 
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happens to be gold. It may in fact be shown, that the m. 

discovery of rich gold mines in Australia exerts on thi^ s-PiL 
industry of that country an influence similar to that which 
would be produced by the discovery of rich deposits of some 
material which England exports ; such, for instaiice, as iron. 

If the discovery of very rich deposits of irnn-stoTie caused a 
great increase in the (piantity of iron annually produced in 
England, iron would inevitably decline in price, unless thtire 
was simultaneously a considerable increase in tlie dcunand. 

This decline in price would increas(3 ihv Imme demand for 
iron, and the foreign demand would also be increas( 3 d, be- 
cause iron would be often k 1 to foreign countries at lower 
rates. An equality between the demand and the supply 
would in this manner again be restored, and the whole of 
the increased (piantity of iron ])roduced would be (]iiickly 
absorbed. 

In a similar way, th(‘. results may be trae(‘d which would A great 
ensue from a great iiu^rease in the yi(‘ld of gold in Australia, 
or of silver in Mexico and Oalifornia. Taking the annual ductlon^o 
yield of gold in Australia to be about one millioii ounces, gold 
suppose that, from the discovc'ry of richer deposits, (n* from 
improvern(.3nts iiKjuartz-crushing, Australia annually yielded 
2,000,000 ounces of gold, instead of 1,000, 000 ounces. 

How would this increased (piantity of th(‘ pi'C'cious nadals 
be absorbed ? It has been said that additional supplies of 
iron would b(3 absorbed by a decline in its value increasing 
the demand for it. Let us now impure if an additional 
supply of gold will not be absorbed in a similar way. ! 

It is evident that Australia would not ret pure this ad- j would he 
ditional 1,000,000 ounces of gold for her own use. She will ; 
therefore exjiort the gold to other countri(3S ; but in what way a 
form, and for what purpose, will this gold bc' exported ? In , great in- 
the first place, Australia, having become so much wealthier, , 
would more*largely purchase foreign commodities. Every i axJlion c 
article (jf luxury or utility which Australia has been iron^ 
previously accustomed to obtain from foreign countries, 
she would now pur^hjise in larger quantities. The conse- 

a uence of this would inevitably be, that these conimo- 
ities would advance in price, on account of the increased 
demand. Suppose the exports from England to Australia 
were increased by 20 per cent., this increased demand would 
cause the price of the articles which compose these exports 
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to rise in England, as well as in Australia. The value of 
gold, estimated in these commodities, would therefore de- 
cline, and thus a tendency is exerted, just in the same way 
as in the case of the iron, to cause the increased yield of 
gold to be absorbed, in consequence of a decline in its 
value. 

Having now considered the case in which the precious 
metals are semt from the mining countries as a staple 
commodity of commerce, we will proceed to investigate 
the second of the two modes by which th(i precious metals 
are distributed over the world. At the commencement of 
this chapter an enumeration was made of some of the 
various purj^osos for which gold and silver are transmitted 
from oiui country to another in the form of money. The 
reason of this constant transmission is, that gold and silver 
contain great value in small bulk, and therefore can be sent 
from one country to another at comparatively little cost. 
The precious metals, moreover, are willingly accepted in 
exchange fOr goods purchased by every trading community 
in the world. In former years vast sums of specie were 
sent from England to India, to pay the wages of those en- 
gaged upon the railways, and other public works which 
were constructed principally by English capital. 

The precious metals are also transmitted from one^ 
country to another, for the purpose of investment. If"^ 
according to our former example, the yield of gold i 
Australia should bo doubled, it would be reasonable vo 
conclude, that the whole of this increased gold would not 
be entirely absorbed by the consociuent expansion of trade. 
Many of those who possessed the gold would send a por- 
tion of it to England and other countries, to be invested 
in various securities, such as funds, railway shares, &c. 
Statistical returns prove that this is the course pursued. 
Almost the entire gold which Australia annually yields is 
sent to England. A portion of this pays for the commo- 
dities which England exports to Australia ; a great part of 
the remainder is invested in our funds, in railway shares, 
bank shares, and various other securities, which are bought 
and sold in our money market. The precious metals 
which are thus poured into England she again redistri- 
butes, having sent in some years no less a sum than 
1 4,000, OUOi. sterling to India and China. 



Transmission of the Precious Metals. 


4I! 


In the remarks on price, it was shown that the general 
prices which prevail in a country are regulated by the ex- 
tent of its commerce, and by the amount of the precious 
metals which exist in the country in the form of money. 
It may, in general terms, be stated, t hat if tlu^ ])opulation 
and wealth of a country increase, priccis will decline, unless 
a greater amount of money is brought into circulation or 
unless various substitutes for money, such as clH‘(|ues, bank- 
notes, &c., ai’e mt)re largely ust‘(l. On the othcT hand, 
prices will rise if a greatia* amount of rnom^y is brought 
into circulation, when there is neitlua' an expansion (d‘ 
commerce nor an incniased production of wealth. It is 
most undesirable that there should be any great fluctua- 
tions in g(‘-neral prices; it. is true, however, that })opular 
feeling is not unfr(‘(jiu*ntly oppos(;d t.o this idcui, for there 
are many who still think that general high priccvs are 
advantageous to tln^ jjroducers of commodit ies, and that a 
general decline in ])ric(‘s would b(‘n(‘fit thosi^ who pur- 
chased the coninioditii^s. A general rise or fall in pric(‘s 
means that the standard of value is all.(‘.rt‘d; if therci is 
a general rise in prices to t.he extent of one hundred per 
cent., two sovereigns will be only worth as much as one 
sovereign was worth before ; tlni count r\’ would not be 
richer; tlu^ only result would be, that tin* terms of eviay 
monetary contract would be alt(‘n‘d. Those who had fixed 
money payments to mak(i would ojily havtwt.o give half as 
much value as before^, and all whose inc(nnes were) derived 
from such investments as funds, guarantt^ed stocks, &c., 
wbild have their real incomes diminisln^d one half, for 
SOOl. a year would now b(^ worth no mor(‘ than 15(W. a 
year was worth previously. Such conse(piences would not 
only be disastrous to individuals, but would also, if of fre- 
<juent occurrence, give to all moiu^tary transactions an 
uncertainty which would act most prejudicially upon the 
interests of commerc(\ It is therefore of great importancci 
that general prices, or, in other words, the value of gold, 
should fluctuate as Jittle as possible. General prices are, 
as previously stated, regulated by the (|uantit.y of money, 
and substitutes for money, in circulation, compared with 
the amount of the nation s wealth and commerce ; hence, 
in order to prevent a fluctuation in the general prices 
which prevail in a country, the quantity of money in cir- 
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culation ought to increase or decrease as the commerce of 
the country increases or decreases. 

It may aj)pt?ar that such an adjustment can have little 
cliaiice of being made in England, because she receives 
gold from so many sources, and again sends it to other 
countries for so many purposes. But, in spite of this 
apparent coniplexity, there is an agency constantly at 
work to regulate tlui quantity of money in circulation, so 
that the value of gold exhibits great steadiness, and, ex- 
c(*pt within certain limits, is subjc'(*t to fc‘w fluctuations. 
The mode in which this agency acts may be explained in 
the following manm‘r. Huj)pf)se that the quantity of ‘gold 
i7nported by England from the gold-producing countries 
during tlie next year were to exceed by 4,000,000/. the 
amount which she imports during the present yt^ar, but 
that in eveiy other respect there should be no difference 
with regard to hc^r commerce, either homo or foreign, be- 
tween the next year and the present one. This extra 
4,000,000/. of gold, it may be furthi‘-r supposed, is converted 
into coin. It might, therefore, appcOT that an additional 
4,000,000/. of money is brought into circulation, and that, 
in cousequonce of this increased specie cinmlation, genefal 
pricu's would inevitably rise. But this rise in general 
prices could not long continue; a force would be broiight 
into operation which woidd exert a tcmdency to restore 
prices to the point at which they previously stood. For 
if such a general rise in price should t)ecur in England 
during the next year, and no similar rise should take place 
in other countries, it would manifestly be to the interest 
of England to purcjhase such commodities as wheat from 
foreign countri(‘s, in order to avoid the higher prices pre- 
vailing in England. Foreign merchants wmuld also be 
anxious to participate in the high prices current in Eng- 
land, and would therefore increase, as far as^possible, the 
quantity of goods which they export to England. Both of 
these causes would act in the same direction, and would 
alike exert an ififiuence to increase England s imports and 
to diminish her exports. The equation of international 
trade would therefore be disturbed, and a large amount of 
money would be sent abroad to pay for these increased 
imports ; in this manner the gold temporarily added to 
England’s circulation would in great part be rapidly with- 
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drawn. The extra 4,000,0()0i. of gold would not be per- 
manently added to EnglaiuVs specie circulation, but would 
be gradually distributed over (‘.very trading country. 

The various modes in wliic.h ihe ])recious metals are 
transmitted from one country to anotluT have now been 
described. A special chapter will be devoted to the con- 
sideration of the leading effti(‘ts which havo IxMai pTi)dnc(id 
by the discoveries of gold which have been made siiu^e 
1(S48 in Australia ami California. Allusion will also be 
made to the probable results of i.he rt'Cimt discovc'ry in tht‘ | 
United States of silv(‘-r mines of such extraordinary richness I 
that ‘the annual production of silver was suddeiily almost I 
trebled. ! 
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FOREIGN EXCHANGES. 

I N treating of the subject of foreign exchanges an ex- 
planation will be given of the manner in which the 
wholesale transactions of commerce are ordinarily con- 
ducted. If coal is exported to France and silk is imported 
from, that country, a cargo of coal is not bartered for so 
mtiny bales of silk, but the coal is sold for money and the 
silk is purchased with money, although, as we shall proceed 
to show, mom^y in the form of coin is not sent by the 
English merchant to France, nor by the French merchant 
to England. Let it bo supposed that A, an English mer- 
chant, sells a cargo of coal to B, a French merchant, foi 
1000/., and that 0, another English merchant, purchaser 
from D, a French merchant, a certain number of bales of silk 
for 1000/.^ It is manifest that there are two distinct waye 
in which such trading transactions as these may be settled 
In the first place, B may pay for the coal he purchases b> 
sending to A 1000/. from France to England ; in a simila: 
way C may pay for the silk which he purchases by sendinj 
to D 1000/. from England to France. It is evident tha 
if this plan were adopted, the risk and expense would b 
incurred of sending 1000/. from France to England, am 
also of sending 1000/. from England to France. 

A second very obvious course might be adopted, whic^ 
would avoid the necessity of transmitting any money fror 
one country to the other, and consequently the expens 
just alluded to would be saved. If 0 were instructed t 
pay the English merchant A 1000/., instead of paying th 
same amount to D, who lives in France ; if also the Frenc 

^ The currencies of France and England are, in this case, suppose 
to be identical. 
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aerchant B were instructed to pay D lOOOt, instead of 
ending this amount to A in England, the debts due to A 
md D for the coal and silk they have respectively sold 
v^ould be discharged without the transfer of any money 
rom the one country to the otlna*. Th<‘ course just de- 
icribed is almost invariably adoptcul in the transactions of 
breign commerce; bills of exchange are the means by 
vhich the method is carried into practical eftect. Jt is 
mly necessary to explain the nature of bills of exchange, 
n order to show that thty provide a machinery which 
niables the bargains of foreign commenH' to be arranged 
n such a manmir that the Icunst possible amount of specie 
s transmitted from one country to another. 

In the above example, when A sills B a cargo of coal 
or 1000/., A receivers from B a bill of exchange. This bill 
s a written acknowledgement that B owes A 1000/., and 
jhat this amount will bc.‘ paid at the date for which the 
.)ill is drawn, if it is presented either at B’s own bankers, 
jr at any other (‘stablishnumt which has coniidence in B’s 
solvency. In a similar manner the PViaich merchant D, 
kvho sells 1000/. worth of silk to the English nu^rchant C, j 
[•eeeives from C a bill of exchange for this amount. The ' 
English merchant A has therefore^ in Ids possession a bill 
for 1000/., which has to be paid in Kraru'e, and I), the 
Erench merchant, has also a bill for 1000/., which is to be 
paid in England; if A and 1) exchange th(.‘s« bills, then A 
lias a bill which will be paid in England, and I) has a bill 
which will be paid in France ; therefore both A and D’s 
lebt can be discharged without the transmission of aiiy 
j^pecie whatever from one country to the other. The ex- 
change here supposed to take place bt^tween A and 1) 
is not usually effected directly by nuirchants themselves ; 
such transactions form a distinct business, which is carried 
on by a clasi? of middle men, who are termed money 
dealers or bill-discounters'. 

The English merchant A, instead of waiting to exchange 
his bill with the Frencj|i merchant D,at once sends it through 
his banker to an English bill-discounter, who readily cashes 

1 The persons by whom this business is transacted render a very 
miportant service to commerce. The popular prejudice sometimes ex- 
■ressed against them probably arises from confusing them with the class 
Bf money lenders who advance money on accommodation bills at usurious 
rates of interest. 
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V . similar manner gets his bill cashed by sending it to a 
avoided by 1 discount house in France ; in this way the English dis- 
ths me of j eouiit houses collect all the bills which are drawn upor 
exchmye, i France, and the French discount houses collect all the 
bills which are drawn upon England. The French anc 
English discount houses then exchange the bills thu^ 
gathered together, and are remunerated for the troubh 
which they thus take, by the small commission which if 
paid to them. If, t herefore, the value of the exports soh 
to France is exactly licjual to the value of the import 
: which are brought from that country, the whole of th 
; trade between the two countries can be carried on withou 
I the transmission of any specie ; in fact, the transmissio: 

I of specie can be as completely avoided as if the whol 
: trade was one of barter, and coal and iron were bartere 
for silk and wine. 


Tf a It, however, very rarely happens th^it the debtor an 

I account between two countries exactly balanct 

England j without the transmissioi\ of specie. Suppose that the ai 
to France, j nual value of England’s exports to Fratice is 10,000,000 
^exchange Value of the imports from th 

on France country is 1 2,000,000/. Under these circumstances it 
will he at ' manifest that the bills which are in the possession 
: French merchants, and which are drawn in England, w 
j exceed in amount by 2,000,000/. the bills which are dra'v 
I upon France, and which are in the possession of Engli 
a premium merchants. It is, of course, to the interest of the Engli 
mienuT' 1 French merchant by bills drawn up 

Ihe cost^of Fr^ince; by doing so the English merchant saves the c 
trammit- peiise of sending specie to France. The French merchai 
tingspecie. have bought the goods we export, are for simi 

reasons anxious to pay the English merchants by b: 
drawn upon England. But since the value of Englan 
imports from France exceeds the value of her exports 
that country, England will have to pay to France a lar^ 
sum than France has to pay Engla^id ; therefore the 
jnand which exists in England for bills drawn on Fra: 
will exceed by 2,000,000/. the demand which exists 
France for bills drawn on England. In fact, Eng^ 
merchants have to pay in France 12,000,000/., and th 
w. only 10,000,000/. of French bills wherewith to m> 
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the payiiiciit; some of the English merchants, therefore, will 
be obliged to transmit specie to the amount of 2,000,000t ; 
•those who transmit this specie incur the expense of the 
transmission. If this expense were two per cent., it would, : 
of course, be to the advantage of the English inercihants | 
to purchase bills in France, ev(m if they paid one and a 
half per cent, premium for them; if bills were bought at 
this premium it would be cheaper by a half per cent, to 
make payments to France by means of these bills, instead 
of transmitting specie, which involves an expense of two 
per cent. English merchants, therefore, will compete for 
the purchase of bills drawn on Franc(‘, and this competi- i 
tion wdll inevitably raise these bills to a premium which is ! 
approximately equivalent to the c;xpense ol‘ transmitting 
specie to France. The premium upon bills cannot exceed 
this amount, because if it did so then it w^ould be clieaper 
to transmit specie than bills. 

Similar considerations will show that, in France, bills 
which are drawn on England will b(‘ at a corresponding 
discount. French nujrchants have to r(‘ceiv(‘ 2,000,000^. 
more for goods exported to England than they hav(‘ to 
pay for goods imported from that country. In Franco 
there will be 12,000,000^. of bills drawn (>11 England in 
possession of French merchants, and sinc(‘. France has only 
to pay England 10,000,000/., there wilJ be a demand for | 
only this amount of bills drawn on England. 2,000,000/. 
of the bills drawn on England must tlnaxdbn' be sent to 
England to be wished, and the money w^ill then have to 
be transmitted to France. But if a bill drawn on England 
is not wanted in France to pay for goods bought in 
England, such bills must fall to a discount. A money 
dealer obviously cannot afford to give a merchant more 
than 98/. for a bill on England for 100/. if it is necessary 
to send his Bill to England to be cashed, and have the 
money transmitted to Franct^; since it has been assumed 
that such transmission costs two per cent, of the specie 
transmitted. When, therefore, bills drawn upon France 
are at a premium in England, bills drawn on England 
will be at a corresponding discount in France. If the state 
nf things which is here described exists, it is technically 
paid that the exchange is against England and in favour 
of France. 
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The origin of this phraseology may be readily explained. 
It is evident that the exchange is against England and 
in favour of France, when the commerce between the two 
countries is such that it is necessary to send specie from 
England to France. At one time the belief was universal, 
and is still very general, that the profit which a nation 
derives from foreign commerce can be accurately esti- 
mated by the amount of specie which she succeeds in 
drawing to herself from other countries. This belief formed 
the basis of the Mercantile System. Statesmen of every 
commercial nation have, in years gone by, vied with each 
other in framing ingenious devicjos to encourage the im- 
portation of the precious metals, and to impede their 
export. It is no wonder, then, that the exchange is de- 
scribed as being against a country, when its foreign trade 
is in such a position as inevitably to require the trans- 
mission of specie to foreign countries. 

The exchange will, of course, be at par when the value 
of the exports to a country exactly ecjuals the value of the 
imports from the same country. If it had been supposed, 
in the above example, that the value of England's imports 
from France was 10,000,000i. instead of 12,000,000^., 
then, in each country, the demand for bills drawn upon 
the other country would be exactly equal to the amount 
of bills to be disposed of; nothing would cause the bills of 
either country to rise to a premium, or fall to a discount, 
and the exchange would in each country be at par. 

Hitherto, in this chapter, we have supposed that the 
currencies of different nations are identical. We will now 
examine a case where two countries, such as France and 
England, have the different currencies which they possess 
at the present time, and which, in spite of reason, economy, 
and convenience, they will probably maintain for many 
years to come. ' 

In the French currency, the franc, as the general 
measure of value, occupies the same position as the pound 
sterling does in our own coinage. If the French wish to 
express the value of a landed estate, or any other kind of 
wealth, they say that it is worth so many francs. In order 
to compare values which are thus differently expressed in^ 
the two countries, it will be sufficiently exact if we con- 
sider that 25 francs are equivalent to IL sterling. When, 
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therefore, an English merchant sells 100^. worth of goods 
to a French merchant, the former would rec^eive a bill 
* drawn upon the French merchant fi^r 2500 francs, and 
not, as we have above supposed, for 100/. If imports 
from France to England exceed in value tlu' (‘xports from 
England to France, the exchange will be against England, 
and ill favour of France. If this be the case, England 
will have to make larger payments to Frances than France 
has to England, and there will coiiseipiently be in Englainl 
a greater demand for bills drawn on France than then' 
exists in France for bills drawn (vn England. Consequently, 
a bill drawn on France for 2500 francs will in England b(‘ 
worth more than 100/.; on the oth(T hand, a bill on 
England for 100/. would in France be worth less than 
2500 francs. It is manifest that tlui pnmuum which bills 
drawn on France realise in England, cannot exceed the 
cost of transmitting speci(^ from the one country to the 
other. If the cost of this transmission should Ix' two per 
cent, then, und('r tln^ circumstances just assumed, it is 
(juite reasonable to conclude that a bill upon France for 
2500 francs would in England hvW for 101/. IO.9., and that 
a bill upon England for 100/. would in Frances only sell for 
2463 francs. 

It should moreover be borne in mind, that when the 
exchange is against one country and in favour of another, 
specii' must not only be sent from the former to the latter 
country, but the money of the former coujit.ry will also be 
depreciated in value, when compared with the money of 
the latter country. 

When the exchange is against England, su])pose that a 
person who intends to travel in France takes 100/. to some 
money exchange office in London, for the purpos(^ of having 
it changed into French coin. When the exchange is at 
par, 25 franc*fe are equivalent in value to 1/. sterling. The 
question now arises. How many francs will be given at a 
money exchange office in London for 100/., when the ex- 
change is against England ? Since the exchange is against 
England, English rnbney must be sent to France to adjust 
the trade between the two countries, but no French money 
will for a similar purpose have to be sent to England. 
The money exchange offices will therefore be compelled 
specially to obtain French money from France; they must 
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BOOK XII. . I Uiercforc be compensated for the cost of imp<jrtinff this 
> — I r rench com, and consequently \l. sterling of English money 
! will exchange for less than its equivalent value in French 
i money, namely 25 francs. English money, therefore, would 
be depreciated in value, compared with French money, and 
this depreciation would not be avoided, even if the English 
money were (ixchanged for PYeucli money in Paris, instead 
of in London. The exchange being against England, 
English money is sent from England to France; hence 
there is a surplus of English money iti France, or, in other 
words, English money is at a discount when compared 
1 with French money. 

j Jf, on the other hand, the exchange is in favour of Eng- 
land, the English money will be comparatively of ‘greater 
value than French money, and 11. sterling will exchange 
for more than 25 francs. Suppose that a pt^rson wishing 
to exchange English money for French money goes to an 
cixchango office in London. A favourable exchange im- 
plies that there will be a surplus of French money in Eng- 
land, because French money has been sent to England in 
order to adjust the trade between the two (u)untries. 
People therefore will be anxious to dispose of this French 
money, for it will not in England perform the ordinary 
functions of money. English tradesmen will not accept 8 
francs instead of half-a-crown, cab fares cannot bo paid in 
French coin, and a person in London with only French 
money in his pocket would be subj(;ct to as many incon- 
veniences as if a traveller were in Paris with only English 
moiK^y in his pocket. Those persons, therefore, in England 
to whom French money has been sent to pay for the excess 
of exports to that country, will be anxious to convert this 
French money into English money. This French money 
cannot be sent back to France, without involving the cost 
of transmission. A considerable loss will also be incurred 
if the other alternative is adopted, and the French money 
which is in England is melted in order to be sold as 
bullion. These considerations show that French money 
i must be depreciated, or, in other words, when foreign ex- 
i changes are technically said to be against a country, the 
: money of the country will be depreciated, when compared 
I with the money of those countries with regard to which 
j the favourable exchange is supposed to exist. 
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From these remarks it would appear, that when two 
countries such as France and England are considered, the 
bills of exchange which are drawn u]>on eith(‘r of these 
countries cannot either rise to a greater premium, or fall to 
a greater discount, than that which would be represented 
by the cost of transmitting the precious metal^> from the 
one country to the other. Som(‘ facts, however, may be 
recalled, which seem to contradict this conclusion. For 
instance, it is well known, that wluai the news of Napoleon’s 
return froiii Elba was hrst brought to England, tht* pri(?e 
of bills drawn upon foreign countri(‘s suddenly ros(‘ ten per 
cetit. Mr Mill has nanarked, ‘'Of course' t.his premium 
was not a mere equivalent for cost of carriagi', since the 
freight of such an artich* as gold, ev(Mi witli the addil ion of 
war insurance, could mwer hav(^ annamtc'd to so much. 
This great price wa,s an e(piivalent, not for tlu’ difliculty of 
sending gold, but for tht'. anticipatc’d dilHcull y of procuring 
it to sraul ; the ex])ecta.tion being, that therr would be 
such immenst! nauittafices to the (^nitinont in subsidhs, 
and for the support of arniicss, as w^nild piess hard on tin* 
stock of bullion in the country.” 

When the exchange is against any particular country, 
or, in oth(T words, wduai bills nj)on foreign countri(‘s are 
selling at a preinnnn, it. may Ix' thought tho,t this |>remium 
must b(‘ always exactly equivak'iit to the cost of trans- 
mitting the precious iinjtals. It may bo ,urg(‘d tbat an 
unfavourable exchange is caused by the neitessity of trans-. 
mitting specie, in order l.o ])ay for an exc(‘ss of imports 
over (.‘xports ; thiTofore tln^ competition of merchants 
amongst each other to j)urchase foreign bills of exchange, 
in order to avoid the cost of transmitting specie, will force 
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all forengn bills to a premium equivalent l.o this cost of 
transmitting specie. If, for instance, the cost of sending 
specie from •England to France weni two per cent., an 
English merchant who had payments to make* to France 
would gain some profit, if he paid as high a premium as 
Yl. 19, s. per cent, for bills drawn on France. It would, 
therefore, seem to be proved, that when the exchange is 
unfavourable, bills must be at a premium equivalent to the 
cost of transmitting specie. There are, how'ever, other 
considerations which modify this conclusion, and which 
also exnlain the fact, that when the exchane’o ?s uT'fnvAUT- 
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able, and bills at a premium, this premium does not 
remain constant, but varies from day to day. 

It is, no doubt, true that bills would invariably be at a 
premium approximating to the cost of transmitting specie, 
if it was always necessary to export specie, when the 
foreign exchanges happened to be unfavourable to a coun- 
try. But it must be borne in mind that the balance 
which a country has to discharge, when the value of its 
imports exceeds the value of its exports, may often be 
liquidated without the transmission of any specie. For 
instance, foreign commerce is liable to constant fluctuations; 
various circumstances may at any time occur which may 
increase; a country’s exports or diminish its imports ; thus 
an exchange which is unfavourable may be rapidly con- 
verted into one which is favourable. If such an event is 
anticipated, those who have payments to make in foreign 
countries will delay transmitting specie, or, at any rate, 
will refuse to pay for foreign bills a premium equivalent 
to the cost of transmitting specie. Such a delay may be 
obtained by various arrangements ; for instance, a person 
whose credit is good can always readily renew his bills at 
the current rate of interest. 

There are, moreover, valid reasons for assuming that an 
unfavourable exchange cannot be of long continuance ; for 
specie cannot be withdrawn from the currency of a country, 
to ])ay for an ^excess of imports over exports, without in- 
creasing the value of gold in that country, or, in other 
words, without reducing general prices. But a reduertion 
of general prices at once exerts a tendency to prevent the 
export of specie. If general prices are lowered in a coun- 
try, the ex})orts of the country will be increased, because 
it will be more profitable to sell commodities in foreign 
countries. Under the same circumstances, the imports will 
be diminished, because foreign countries will not export 
so large a (piantity of commodities to this particular coun- 
try, when generally lower prices prevail in it. It, therefore, 
appears that an unfavourable exchange cannot long con- 
tinue, if the specie which is transmitted to foreign coun- 
tries is supplied from the money of the country. It has, 
however, been already stated that the precious metals are 
often transmitted from one country to another, as an or- 
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can scarcely be said to denote an unlavourable exchange, 
since the specie is not withdrawn from the money of a 
country, and no effect is consequoni.ly exerted on general ' 
prices. Australia, for instance, has often S(uit in a sing](‘ 
year 1 0,000, OOOZ. of gold to England, but. this export of : 
gold from Australia does not sliow <<hat the. foreign ex - 1 
changes are unfavourable wdth regard to that country ; j 
this gold is simply exported from Australia as an ordinary ; 
commodity of commerce. | 
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I N Political Economy the very name of Credit is omin- 
ous of confused and never-ending discussion. Questions 
I concerning credit nuiy bo regarded as the polemics of this 
science ; for the subject of currency is intimately connected 
with credit. The curreiicy has always been a popular 
topic for much vague theorising ; it seems to be not unfre- 
(juently thought that out of the intricacies of the currency 
problem some spcxiific may be evolved which will sponta- 
neously create wealth, and which will provide an adequate 
remedy for every national disaster. It will, how^ever, be 
perceived that the functions performed by credit and the 
inhuonce it exerts on currency admit of a very simple 
explanation. 

Credit signifies the relation which exists between the 
borrower and lender ; credit conse(][uently implies trust, or 
confidence. One individual. A, may have a larger amount 
j of wealth than he wishes either to consume or to employ 
I as capital. Another individual, B, may be greatly in want 
j of this wealth, desiring perhaps a greater amount of 
I capital to assist the industry in which he is engaged ; B, 
therefore, says to A, If you will lend me your Wealth, I will 
pay you a certain annual sum for the use of it, and you 
may depend upon me to repay it to you at the expiration 
of a certain time. If A has sufficient confidence in B’s 
solvency and is satisfied with the ternis which are offered, 
A will lend the wealth to B. In other words, B calls his 
credit into action to borrow wealth from another individual, 
A; credit, therefore, simply signifies borrowing and lending. 
The borrowing does not always take place in the precise 
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manner just described ; there is, however, no difference in “i* 
principle, although there may bo some difference in the 
mode in which the transa(;tion is conducted. 


For instance, it is customary, when W(‘alth is huit, that 
the loan should be made in money. If, in the above 
example, the surplus wealth which A is supposed to pos- 
sess consists of a stock of wheat, he will not, as a general 
rule, lend this wealth in tluj form of wheat, for he will 
almost invariably s<ill l.ho wheat and tlnai hmd the moni^y. 
Such a course is much more coiivenieni., siuc(‘ a substance 
which is uniform in its value is always chosen to piTform 
the functions of money. When money is lent, both the 
borrower and lender very accurately know how much tho^y 
have respectively to yjay and receive. But if, instead of 
money, any othc'r kind of wealth, such as wh(?at, was lent, 
great risk would be incurred both by the borrower and 
lender; because if the wheat were to b(' repaid at any 
particular time, it might then be. only half as valuabhi, or, 
on the other hand, pcu’haps far more valuabh^ than it was 
at the time when it was borrowed. 

If it is borne in mind that credit is a synonymous 
expression for borrowing and lending, it will be, readily 
perceived that various circumstanc(\s a)‘e implied in thi^ 
existence of cr(*dit. In the first place, tin ‘re can be. no 
credii- if a man has not confidence in th(‘ person applying 
for a loan. No one would be willing to l*?nd his wealth, 
unless he believed that lie who borrow'ed it w^ould repay 
it. The more confident a man is in this belief the less 
remune.ration will ho require for the money w^hich he 
lends. If A lends two sums of 100/. to B and C respect- 
ively, and if he places much greater faith in B s honesty 
and ability to pay than he does in C’s, C will b(^ (Compelled 
to pay a much greater sum for the use of this loan than 
B. It need scarcely be said .that the annual sum which 
is paid for the use of borrowed money is termini the 
rate of interest. Therefore two individuals bomiwing at 
the same time arjd from the same person, pay a rate 
of interest which is determined by the confidence which 
he who lends the money may feel that it will be repaid ; 
or, in other words, by the faith which he places in the 
solvency of those to whom the money is lent. Since B 
is supposed to be able to obtain a loan at a lower rate of 
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interest than C, B*8 credit is for that reason said to be 
better than C’s; hence, credit should be defined as the 
power to borrow wealth. This definition is more precise 
than the meaning given above, but not inconsistent with 
it. Credit being defined as the relation between the 
borrower and lender, credit will be good when this rela- 
tion is easily produced, i.e. when money is easily lent or 
borrowed ; or credit will bt^ abundant when there is a 
large number of persons ready to enter into the relation 
on both sides, and a large amount of wealth ready to be 
lent and borrowed. 
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It has been said that CTs cn^dit would not be so good as 
B s, if C were compelled to pay a higher rate of interest 
for money borrowed than B. But it must be remembered 
that B and C are supposed to borrow money in the same 
place, and in the same country. If B borrowed in England 
and C in India, C would be compelled to pay a higher 
rate of interest than B, although C’s credit, so far as 
depended upon 2 )ersonal character and means, might be 
quite as good as B’s. It would in fact be necessary for C 
to pay this higher rate of interest, not because his own 
credit was not good, but because a generally higher rate 
of interest prevails in India thai^ in England. The cir- 
cumstances which determine whether the credit of any 
particular country is good or bad are very similar to 
those on which depends the credit of individuals. If the 
Government of a country is unsettled, a revolution may 
quickly displace the ruling dynasty, and the obligation 
incurred by one Government may be disavowed by the 
next which takes its place. In such a case as this those 
who lend money must be compensated for the increased 
risk which is incurred. . States, either through dishonesty 
or through inability to pay, have sometimes repudiated 
their obligations. Those who subscribe to Government 
loans carefully examine the character and the financial 
position of the states to whom the money is lent. The 
result of this examination is shown in^the price of foreign 
stocks, for the prices of these stocks form a measure of 
the credit of different countries. Russia can borrow 
money at five per cent., whereas Spain for many years 
could not borrow under seven per cent., and now pays 
about six per cent. [The financial position of Turkey 
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was so bad at the time of the revolt of Bosnia and the 
Herzegovina and of the war with Russia in 1876, that 
for some years she did not pay any interest on her loans ; ! 
her borrowing power was suspended and her five pcir cent, 
stock stood at a nominal price of 12Z. Since 1881 the 
management of the public debt of Turkey has been en- 
trusted to an International Coimnission, to whom are 
relegated the excise revenues of the country. The ap- 
pointment of this commission and the powers entrusted 
to them have, to a large extent, restored the confidence 
of those who have money to lend, and the public, debt of 
Turkey now stands at jirices yielding from a little over 
four to over seven per cent. ac(5ording to the degree of 
security attaching to the various loans.) 

Hence the; meaning to be at.tributed to the word credit, 
is the power to borrow, whether the crc'dit of an indi- 
vidual, or the e.redit of a state is s])oken of. It may 
perhaj.>s excite surprise that so simple a signification is 
given to the ’word credit, for it is often spok(;n of in a 
most mysterious manner. Thus some politi<*al t;conomists 
assert that the principle's of this science can only be im- 1 
folded to tliose who properly ap))reciate tin* great maxim, * 
that credit is capital. If the true natu]-e of credit is ! 
borne in mind, it will be at once ])erc(.‘ived that this 
maxim instead of being pregnant witli meaning is a 
striking indication of confusion ol' thought, ^and language. 
The fundamental idea attached to capital is that it is 
a fund from which to feed, and otherwise to support 
labourers. C redit is a power to borrow, and surely la- 
bourers cannot be fed on a })Ower to TxM'ow. The power 
to borrow, if exercised, may obtain capital. Just in the 
same way, the muscles of a man\ arm will, if retpured, 
lift fifty pounds ; but it would be absurd to say, that his 
muscles were* fifty pounds. 

We shall proceed to point out the real {issistance which 
credit lends to the production of wealth ; in doing so, it 
will be shown that if there were no credit much less 
wealth would be sa/ed, and a great portion of that which 
is saved would cease to be productively employed. Poli- 
tical economists are not, however, justified in affirming 
that credit is capital, although it may be shown that the 
existence of credit materially aids the production and | 
^ aI,., .pT>»,f>T«rY TTun. /r>T»»o/riT-(h cTiTi 
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capital of the country must be applied to industry by 
those individuals who actually possess it. A person who 
saves wealth, but does not wish to employ it upon anyc^ 
industrial purposes, would bo prevented using it as capital, 
if he were debarred from lending this wealth to those 
who would be willing to devote it to the further produc- 
tion of wealth. The amount of wealth which is in this 
manner saved by those who wish others to employ it 
as capital is enorniously great. Some conception of the 
amount may he formed from glancing over the accounts ^ " 
such institutions as the London and Westminster Ba' 
whicli it must be remembered is only one out of 
many great London banks \ The average amount a 
deposits which are held by this bank exceeds 24,000,000/. 
This vast amount of wealth has been collected from a 
multitude of depositors, who are in very different posi- 
tions in society, and who arc engaged in the most 
varied occupations. Experience teaches that even the 
most prudently managed bank need not keep in the 
form of money ^in amount exceeding one-third of the 
sums deposited with it, in order to meet the every-day 
demands which arc made upon the bank by those who 
have deposited money. If, therefore, a bank has deposi*^ 
accounts amounting to 24,000,000/., at least 16,000, 00( 
of this sum may be applied by the bank to productiv 
purposes. I'ko profits of a banking establishment mainl 
arise from such an appliciition of their deposits, for th^ 
bank cither employs the money directly as capital in 
carrying out some industrial work from which profit is 
realised ; or, as is generally the case, the bank lends the 
money to others, who use it as capital, and who pay a 
certain rate of interest for the loans thus received from 
the bank. But suppose that either from the instability 
of the Government, from a generally low state of com- 
mercial morality, or from any other cause, the credit of 
this country should be materially damaged. Confidence 
in banks and other similar institutions would thus be 
lost. Those who now deposit in banks the money which 
they do not require for their immediate wants, would 


^ The total deposits in the London joint-stock banks on the 27tb Jan. 

' must be borne in mind that 
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then cease to do so, since they would be j)rornpted to 
hoard it for the sake of security. Some idea may be 
formed of the extent to which such an event would 
affect the capital of the country, wh^n it is remembered 
that the credit of the London and Westminster Bank 
enables it to gather together nearly 24,000,000/. in de- 
posit accounts; of this amount a sum equivalent to 
16,000,000/. is employed as capital. The foregoing re- 
marks suggest oTie of the many modes by whi(;h credit 
economises the resources of the country. Tlu\se deposit 
accounts represent the sums whicdi tradesmen and oth(*rs 
keep to meet their current expenses ; for insta-nce, a per- 
son who receives an official salary of 1000/. docis not wish 
to invest it, because he will have to live u])on it during 
the year. He would also be afraid to ke(‘p so large a sum 
in his own house. He thercjfore deposits it in a bank, 
and gradually draws upon it as he re([uires it. In this 
-manner, money which would not otherwise be inv(*sted as 
“capital is collected by banks, and a larger proportion of 
the aggregate sum which is so (tollected is productive 'ly 
|employed as capital. 

I Again, many persems who accunudate wealth would not 
do 80 if they werci obliged to engage in busim^ss themsolv(‘S, 
and to superintend the industry which may be support’d 
by the wealth which they save. An individual, A, may 
have an annual income of 2000/. One thoiL4and pounds a 

.year suffices for his ordinary expenditure ; he is therefore 
fclad to save the remaining 1000/., if he can profitably 
linvest it. But very probably he does not wish to eaigagcj 
bn any industry himself, or if he is already so enpiged, 
Rie may not wish to extend his operations b}^ bringing 
wore capital into his busines.s. He will, thend'ore, be 
■nxious to len.d the 1000/. which he is dispose ‘d to save, to 
w.)me one whom he can trust, and who will pay him in- 
Iferest for the use of it. If it is assumed that the money 

II lent to B, B probably desires to borrow it, because he 
rthiiiks that he can S(i advantageously employ this sum as 
capital, that there will be a profit remaining to him, after 
Ihc has paid interest for the use of the loan. If, however, 
m placed no confidence either in B’s credit or the credit 
^of any other individual, he would not lend the 1000/. he 

saved and therefore the money would not be em- 
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ployi^d a.s capital, unless A chose so to employ it himsidf. 
It. has, however, been supposed that he is unwilling to do 
tliis; in all probability, therefore, he would spend the 1000/., 
if the absenct'. of credit prevented him from finding a profit- 
able investmi'iit for it. The consecpience of this would be, 
tliat the industry of the country would be seriously affected, 
siiKie the accumulation of capital would be impeded. 

There is anotluT mode in which the existence of credit 
most powerfully assists ihe production of wealth. It has 
been frc‘c{ue.ntly remark(‘d, that nothing contributes moni 
powerfully to jromote the wealfh of a nation than its 
])ublic works. The railways, docks, canals, and roads of 
this country are n<»t only the surest signs of its wealth, 
but have also be(‘n the chief instruments of its industrial 
greatness. Such an undertaking as a railway, however, 
re([uire8 an amount of capital for its construction to(j 
larg(i to bo su])plied by one individual. Su(;h works, 
therefore, are carritrl out by a company, who colk'.ct the 
re(juisite amount of capital from a great numl)er of indi- 
viduals. These individuals would not entrust their (;apital 
I to tlui company, unless they could place confidence in it, 

I or, in other words, unless its credit was good. Moreover, 

! not only must the personal credit of the directors of the 
company inspire confidence*, but it is also nc‘.cessary that 
the credit of the country in which the works are carried 
out should staiid higli ; because great risk will be incurred 
by sinking large sunjs of money in Avorks which would 
be easily destroyed if the (Government was in a state of 
anarchy, and property conseiiuently insecure. 

Enough has now been said to show that credit, as 
powerfully as any other *agent, contributes to the pro- 
duction and accumulation of wealth. Although credit is 
not capital, yet a great portion of the capital of each 
country is undoubtedly due to the existi^nce of credit. The 
higher the credit of a community is, the more completely 
can every particle of wealth which is saved be economised 
Credit, in fact, enables the wealth vvhich is saved to bt 
immediately applied to the most productive purposes. 

Having in this chapter described the influence exertec 
by credit on the production of wealth, we shall in the nex 
chapter discuss the manner in which the prices of com 



CHAPTER XI. 

THE INFLUENCE OF CREDIT ON HIICES. 

W HEN ail individual, 1>, us(‘s his credit in borrowing 
from A a certain sum of nion(‘y, it is natural to sup- 
pose that A will re(|uir(‘ some written acknowledgment 
of B s liability to hiui. The writU'U acknowledgment of 
such indebtedness may be given in many dideri^nt ibrrns, 
and these various forms may b(‘- rc‘gard(‘d as th(‘ tangible 
evidcnc(^ of tlie fact that credit has b(‘en given and taken. 

It will bo well to d(‘scribe sonu'. of these forms in dc^tail. 

We will commence with a bill of (‘X(^hange ; some re- lUlh of 
marks have already been made upon this instrument of 
(Todit. It is well known that the wholesale transactions 
of commerce are seldom carried on by n^ady momy. If i 
A sells B a cargo of coal for 1000/., A re(xavt.‘s an acknow^ | 
lodgment of the debt due to him in tlu' folm of a bill ; j 
this bill is a written promise ‘ that. B will pay a certain 
stun to A on a particular day, and in the bill it is stated 
what consideration has been given for the debt which has 
been incurred. The time which has to elapse before the 
bill tails due is a matter of pnwious arrangement biitween 
A and B, but upon this point different customs prevail in 
various trades,^ which are, very uniformly observed. When 
for instance, a draper purchases goods of a warehouscunan, 
a bill for three months is almost always given; but in tln^ 
book trad(3 it is customary to give a bill for six montlis. 

A bill of exchange affords a convenient instrument for 
facilitating credit. If in the above transacti(m B, who is 
supposed to purchase the coals, should be a strati ger to A, 

. it is probable that A may require some additional security 

^ The promise is almost invariably given in the form of a written 
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BOOK Ilf, , l)esides the written promise of B to discharge the debt. 
^ - Some bank with which B does business may have perfect 

' confidence in him. B will go to this bank and say, A is 
not satisfied with my promise to pay, but he no doubt 
I would be if a public institution like yours would give him 
! some testimony as to my solvency. The bank grants 
! this recpiest by placing its name u])on the back of the bill, 
which i^ technically called endorsing the bill. This en- 
dorsement makes the bank liable to pay the bill in the 
event of refusing to do so ; A then accjepts the bill, 
being satisfied with this additional security. Now A may 
perhaps be in want of ready money, and does not wish to 
wait until thc^ bill falls due. He, therefore, gets this bill 
discounted; discounting the bill means soiling the bill 
for ready money. If th('< person who discounts this bill 
for A is satisfied with th() security which is provided by 
the two endorsements which are already on the bill, lu; 
accepts the bill without any further cmdorsement ; but if 
he is not satisfied, he may also requirt^ the (uidorsement 
of A, the person from whom he purchases the bill. A bill 
of exchange may be thus bought and sold any number of 
times before it; falls duo, and perhaps each time it is so 
bought and sold it receives an additional endorsement. 
Thus it not unfnjquently happens that before a bill is 
finally presented for payment it is almost, completely 
covered with endorsements. 

Other very usual forms of credit are bank notes and 
checpies. The distinction betwecai a bank note and a 
bill of exchange is this : a bank note is a written promise 
to pay a certain sum wheiuwer it may be demanded ; 
whereas a bill of exchange is a written promise to pay 
I a sum at a certain date, which is stated on the bill. 
Moreover, in almost every country certain .privileges are 
given to bank notes which are not pf)ssessed % any 
(iH ism’d other instrument of credit. Almost every country has a 

^himkHT State bank, the bank notes from which are generally 

made a legal tender. In this coui?try, any debt can be 
discharged by paying the sum in Bank of England notes ; 

I and, similarly, in France a debt can be discharged by 
paying the amount in notes issued by the Bank of 
France. But the notes which are issued by private banks 
are not a legal tender. State banks are subject to cer- 
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tain restrictions, which vary in different countries. Our | 
own bank is regulated by the Bank Charter Act, the ! 
provisions of which we shall hereafter explain. It is only 
necessary here to state that this Act provides security ; 
that the Bank of England shall not issue notes be- ! 
yond a certain amount, unless it p(Ksst‘ss(\s a correspond- j 
ing rjuantity of gold to provide for their payment. Al- ' 
though a Bank of England note is as legal a tender as 
gold coin, yet our currency is said to b(‘ convertible, i 
because the Bank of England is bound, if thci demand is I 
made upon it, to give gold in exchange for its notes. But | 
th(‘ currencies of some other countrhis are iiK'.onvertible, i 
and when this is the case, no one lias a right to demand 
coin in exchange for bank-note^s, althougli tliey may be a 
legal tender. 

Besides tlu*. notes wliich are issued by the Bank of 
England, those private banking linns which (‘xisted })revious 
to 1844 are allowHid to issue notes under certain conditions. 
A moment’s consideration will show that a bank-note, 
whether issued by a state establishment or by a ]rivate 
firm, is simply a convenient form for brijiging into jiractical i 
usii the criidit which may be possessed by the bank. All j 
those who place perfect confidence in the sol v( nicy of a j 
particular banker will be willing to acc.ept his notes. A ; 
banker, thtrefore, whose credit is good, can cirendate a grtnit i 
number of his notes in his own neigh bourh^od, his notes ; 
being willingly accepted by those to whom he is known. ' 
8uch notes, however, are not convenient for payments 
which have to be made at a distance, to those to whom th(‘ 
banker is a stranger. The notes of private bankers are , 
never made a legal tender, and if the notes are presented ! 
for ])aymont at the bank from which they arc issued, it is ; 
compulsory that either coin, or Bank of England notes, 
should be given in exchange for them. It is, howevtir, 
manifestly to the advantage of a banktu’ to issm^ notijs ; for 
suppose 60,000/. of these notes are kept in circidation, it is 
ascertained, by experipnee, that an amount of legal tender 
ecpnvalent in value to one>third of the notcis issued will 
be sufficient, if kept as a reserve, to meet all the notes 
, which are presented for payment. A banker, therefore, | 
whoso notes circulate to the exti*nt of 60,000/., has 40,000/. 
a,t h?s tree disnos^^A to iii^.ace some nrofitabh^ ! 
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It is hardly necessary to describe a cheque. Individuals 
(hjposit money with bankers for purposes of convenience 
or safc^ty, and, t)f course, they can withdraw any portion of 
this money when they have a payment to make. But if 
A wants to pay B lOOOi., A does not first withdraw lOOOi. 
from his bank and pay the amount to B, who would then 
])r()bably deposit the amount received in the bank with 
which h(i might happen to do business. A much morii 
convenient course is adopted: A, instead of paying th(j 
money to B, gives him a ehecjue, which is sim})ly an 
instruction to As l)ank(‘r that the amount stated in the 
ch(‘(|U(^ should be paid to B when he' demands it. A is 
thus savc'd tht^ trouble of withdrawing money from his 
bank ; B is also saved the troubh^ of sending so much 
money to his bank, for now h(3 has only to transmit the 
che(|ue to his banker, who will place the amount to his 
account, B’s bankc'i* taking the' trouble of getting tht^ 
cheque paid by A’s banker. I^he trouble of doing this, 
howe^^er, is very small, for cheques will be drawn upon 
B’s banker, and in this manner the checjues drawn upon 
one bank are exchanged for those drawn upon another. 
A similar (*xchange is effected in regard to bills. This 
exchange is daily carried on in Loudon, at an establish- 
ment called the Clearing House. The amount of bills and 
cheques thus exchanged is so enormous that it frequently 
riiaches more^ than 1 00,000, 000/. in one week\ No gold 
whatever is re(piired in settling tin? accounts between the 
various banks. When a balance remains in favour of, or 
against, a particular bank, the amount is placed to the 
credit or debit of this bank in the books of the Bank of 
England. Another form of credit, the telegraph draft, has 
lately come so much into use that it has probably led to 
some diminution in the amount of bills of exchange issued. 
These telegraph drafts are orders sent by telegraph. 

The chief forms which credit assumes have now been 
described. It will be perceived that bills of exchange, 
bank notes, cheques, and telegraphy drafts ])erforiii many 
of the functions of money. Credit, therefore, considered 
in this aspect, may be regarded in a certain degree as a 
substitute for money. We are thus led to the main 
subject of inquiry in this chapter, which proposes to 
1 [The average in 1886 was 113,000^000/. a week.] 
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investigate the influence produced by credit on prices. 
We will commence this iiivcistigation by ex])lainir]g the 
maimer in which bills of exchange, baiik-not(‘s, and eheciues 
respectively perform the funcitions of money. 

Although, in the wholesale transactions of commerce, 
the terms of the exchanges are almost invariably expressed 
in pounds, shillings and pencu*, y(*t it very rarc‘ly happens 
that any momiy is interchangx^l between the buyer and 
seller. In such transactions, bills of exchange provide 
a ready substitutes for money; it also frequently ha})pens 
that the same bill of exchange supplies a substitute for 
money in many transactions b(‘sides the original one which 
first called the bill into existence. We have*, already said 
that bills are often almost (covered with endorsements 
before they are finally presented for paynnnit. If, for 
instance', B receiv(‘s from A a bill for 1000/., H may en- 
dorse this bill, and with it purchase (commodities to the 
value of 1000/. from (J. (J in a similai* way may again 
endorse the bill, aiul with it purchase goods from I), and 
the same process may be (continued any number of times. 
But when this is done, it is manifest, that tin' bill is as 
(efficient in its purcdiasing powcer, or, h) otlu'r words, exi'rts 
the same intlmmee in buying and selling, as if A [)aid J> a 
thousand sovereigns instead of the bill, a.n(l B purchased 
goods from C with this money instead of paying C for tin' 
goods by means of tine bill. As long, tln'refore, as this bill 
is kept ill circulation, it provides a siibstituti' for an e([ui- 
valent amount of money. If bills were not useful, and if 
no other substitute for money were provided, it is manifest 
that when eomnioditices were bought and sold for nioiK'y, 
the money must be forthcoming. In diseussing the laws 
of price, the principle Avas established, that general prices 
depend upon the quantity of money in cireulation com- 
pared with the wi^alth which is bought and sold with 
money, and also upon the fre(pn3ney with which this wealth 
is bought and sold hefijre it is consumed. If* more wc'alth 
is produced, and au increased (piantity of wealth is also 
bought and sold for inon(.‘y, general prices must decliinc 
unless a larger ({uantity of money is brought into circula- 
tion. Suppose, for instance, that the }>r<)duction of every 
kind of wealth is douhh^d in this country, that every one 
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time, there is no increase in the amount of money in 
circulation. Upon this hypothesis, each individual, al- 
though he is supposed to purchase twice as much of every 
commodity as he did before, will only possess the same 
amount of money with which to eftect these purchases. 
He will, therefore, be only able to give the same amount 
of money for double the quantity of each commodity he 
purchases ; but this is tantamount to saying that general 
prices have declined one-half. In fact, if there should hi) 
an increase ‘d production of wealth, if there should be more 
buying and sidling, or if any other circumstance should 
occur thc^ i^ifect of which is to reipiire thi) circulation of a 
larger amount of money, the value of money must rise ; 
or, in other words, general prices must decline, unless an 
increased su])ply of money is forthcoming, so that a larger 
amount may be brought into cdrculation. When buying 
and selling are (effected by bills of exchange, the necessity 
for money is as completely dispensed with as if the trans- 
action was carried on by barter; those trading transactions 
therefore in which bills of exchange are employed may be 
almost indefinitely extended without rendering it necessary 
to bring an increased amount of money into circulation. 

A consideration of some of the consequences which 
would ensue if bills of exchange did not exist, will perhaps 
more plainly nidicate the influence which they exert upon 
prices. Suppose that all the commodities which are now 
I bought and sold by means of bills of exchange were ymid 
j for by money ; a largely increased amount of money would 
I be required to be brought into circulation. If this ad- 
j ditional supply were not forthcoming, money would rise in 
■ value, or, in other words, general prices w^ould decline. 

I Hence bills of exchange, in many classes of transactions, 

! are a convenient and complete substitute for money ; con- 
i se(iuently, if it were not for bills of exchange, one of two 
things must happen. Either the money in circulation 
must be increased, or the money already in circulation 
must become more valuable, since greater amount of 
I money will be required to carry on the trade and commerce 
I of the country. But to say that money becomes more 
j valuable is equivalent to stating that general prices decline, 
j It, therefore, appears that we cannot, by a simple negative 
; or affirmative, answer the question whether an increaseci 
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issue of bills of exchange affects prices. All that can be 
said is this — If the buying and selling now carried on by 
bills of exchange were effected by money, then onci of two 
things must occur — either more money must be brought 
into circulation, or general prices must declim^. The in- 
fluence, however, which is exerted u])oii prices by bills of 
exchange is not due to anything peculiar in the nature or 
form of a bill of exchange ; it is not the bill wliich produces 
the influence, but tlie inttuenc(i is ])roduced by th(‘ credit 
which is given, ^fhe bill is not this credit, but is simply 
a testimony or record i)f its existence. The, truiih of this 
assertion is illustrated by the fact tliat buying and selling 
may be carried on by book (Todits, instead of by bills of 
exchang(i. Suppose A sells B a (*argo of coaJs for 1000/.; 
A. instead of receiving a bill of exchange from B, may 
debit him with the amount in his hnlger. L(^t it be also 
assumed that A buys a cpiantity of coal for 1000/. from a 
third person 0, an<l that C again buys 1000/. worth of 
timber from B. Then A appears a debtor for 1000/. iiiC’s 
ledger, and (/ a])pears a d(‘btor for 1000/. in B s ledger. 
Payment will therefore be made by cancelling each debt, 
for A will cancel B’s d(jbt, if C will cancel A’s, and this of j 
course C will be willing to do if B will (-.‘uicel C,-'s. In this 
case, although the buying and selling «.re nominally mach^ 
for money, yet the resort to book credits enabh^s money to 
be as completely dispensed with as if bills of exchange had j 
been used. It is, therefore, credit, and not the? jiarticular ' 
form which credit may assume, that enabh‘s money to bt‘ 
dispensed with, and consetjuently produces an influence on 
prices. 

Bills of exchangt) are, however, more potent in their in- 
fluence on prices than book credits, simply because bills of 
exchange facilitate credit, and call a vast amount of credit 
into action which would never be given if book credits 
were always adopted instead of bills of exchange. For 
instance, if A receives from B a bill of exchange for goods 
sold, then A has the power of increasing his credit by 
means of this bill, for he can actually convert the bill into 
money, or he can purchase commodities with it ; but if A, 
instead of receiving a bill from B, simply has a register of 
his debt in his ledger, he. would have no power of buying 1 
bv means of this book credit. 
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BOOK III. I Although in many transactions bills of exchange provide 
X ' a perfect substitute for money, yet bank-notes seem more 
Bank-note.)^ (*.()m])letely to perform all the functions of money ; we will, 
/Iw/’e therefore, next procc'ed to inquire into the influence exerted 

powerful upon prices by credit when in the form of bank-notes. 

imtrunieut A bank-note is a far more complete substitute for money 
oj (irdit. i (exchange, because a bank-note is used in 

those cases in which money would necessarily b<3 employed, 

; if bank-notes did not ])rovide a substitute. The transac- 
; tions, however, which are etT(.‘cted by bills of exchange 
might, as we have setai, b(‘. often perfornuKl by book cre- 
; dits. Bills of exchange are seldom used, except in the 
' wholesale transactions of trade and commerce, but bank- 
j not(‘S form a part of the ready money which a man keeps 
: in his possession, to sup]>ly the ordinary wants of life. If, 

I thenTore, an amount of coin e(]uivalent to one-third of the 
: bank-n(‘tes issued is kept by the bankers as a reserve, it is 
I manifest that each bank-note which is in circulation en- 
ables an amount of money to be dispens(^d with ecjuivalent 
I in value to two-thirds of the sum which th(i note repre- 
i sonts. The bank-jiote circulation of Great Britain vari(js 


I betwecai 30,000,000^. and 32,000,000^. If it is 30,000,000i. 
i sterling, it may be approximately said that, in consequence 
' of bank-notes, a siflbstitute is ])rovided for 20,000,000/. of 
coiiK^d money. Th(‘. same proposition may be expressed 
in different words, by saying that, if no bank-notes were in 
circulation, 20,000,()0()/. more nioiuy would bo n^quired. 
If this additional amount were not forthcoming money 
would become scarcc^r, or, in other words, general i)rices 
would decline. 

it may be asked, What would be the effect upon prices 
if the bank-note circulation were suddenly increased ? 
This suggests one of the most disputed of the currency 
(juestions. As previously stated, the bank-note circulation 
wouMvar i is placed under various restrictions, the nature 

Inder | of which will be presently detailed. The purpose we have 
/emit ■* j ill view, at this stage of our inquiry „is to investigate the 
i which would be produced on prices if the bank-note 

; circulation were largely increased by a removal of all re- 
i strictions which now limit its amount. We conceive that 
, the (effect which would be produced entirely depends tipon 
, circumstances. Let it be supposed that there is no change 
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in the population, or in the commercial condition of the ' 
country. If, under these circumstances, an increased issue 
of notes were added to the money circulation of the country, 
prices would manifestly rise, because there would be now 
more money in cii^culation to carry on the same amount of 
buying and selling which was previously cuiiducl<‘d by a 
smaller amount of money. If, howeviT, the additional 
notes which are issued simply cause a corresponding 
amount of bullion to be witlulrawn from circulation, it 
is manifest that ik^ etfect is j)roduced on prici?s. The only 
result is that the trad(^ of the country is carried on more 
economically, b(*cause thes(i noti‘s, whii^h are sim})ly pierces 
of paper of no intrinsic vahu‘, jKuform with e(|ual I'iiieiency 
all the ])urposes whi<‘h weixj previously fulfilh‘d by the 
gold, now su])pos(‘d 1,o b(^ dispens(‘d with. (Jorist^piently 
the (‘conomy of this substituti<»n is (widc'ut ; gold is a 
valual)l(‘ eommoditv, requiring much hilxuir a’nd ca])i(al 
to obtain it. W(‘, tluTdon'. have thc^ following principles 
to guide us in an inquiry into the i‘lfects of a bank-note 
circulation. 

1st. If bank-notes simpW occupy, in tht^ monetary cir- 
culation of the country, tlu‘ place of a corresponding value* 
of bullion, these notc^s j)roduce no efh‘c1 on price ‘S. 

2nd. If it can be shown that, eitlier by tbe repeal of ,, 

the Bank Charter Act, or by any ot her cause, the bank- I 
note circulation of tlu^ country can be irff*7\‘ased without 
withdrawing from circulation a corresponding amount JmUio 
coin, it is manifest that th<^ aggregate mon(*y (drculating i 
in a country will be augimmted, and general prices will, 
as a conso(juence, undoubt(*dly risc‘. Hon. 

Although a chcupit^ is not so completi* a substitute Cheqi 
for money as a baidi-note, yet cheques often provide 
facilities for dispensing with money which are possesses 1 
by no other instrumeTit of credit, except a bank-note, for m 
It has already been explained in what manm;r che((ues 
render the employment of money unnecessary. As nu ex- 
ample, it has beei^ stated that the returns of the Clearing 
House show that payments to the amount of more than 
100,000,000?. a week are made by means of cheques, with- 
out requiring the use of any coin whatever. There can be 
no doubt that, if it were not for checpies, the great majority 
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tho money circulation of the country would have to be 
increased to a corresponding amount. If it> were not so 
increased, a greater amount of buying and selling would 
have to be performed by the money already in circulation. 
This is ectuivakuit to saying that general prices would 
decline. 

We havt? now investigated one part of the influence 
which is exerted by credit on prices : it must, however, be 
borne in mind that credit excu’ts upon prices another 
distinct kind of influence, which as yet has been scarcely 
noticed. Hitlierto, in this chapter, those eftects on prices 
have alone been noticed which are due to tlie circumstance 
that (T(Mlit suppliers, when in the form of bank-notes, bills 
of exchange, or cheques, a substitute for money, more or 
less complete. But by far the most powerful influence 
exerted by credit on prict^s is caused by increasing the 
pun^hasing powcT of the country. If it were not for 
credit, the cleinaud for comtnodities would freijuently be 
much less than it is. In fact, when credit is freely given, 
the demand for a commodity may increase without any 
assignable limits; when the <leniaiKl is so stimulated, prices 
may temporarily rise in a very striking mariner. We lay 
particular stress upon the word ‘ temporarily,’ b(‘cause as 
freipiently stated the price of all commodities, except those 
whose supjily is absolutely limited, must always in the 
long run be rtigulated hy their cost of production. But 
although cost of production determines a ])oint towards 
which the prices of commodities must ultimately have a 
tendency to approach, yet the prices of commodities may 
temporarily either very much fall short of their cost of 
production, or be greatly in excess of it. l^hese variations 
in price are due to sudden fluctuations in the demand and 
supply of any particular commodity; nothing exerts so 
powerful an influence in producing these fluctuations as an 
extended system of credit. If no credit were given, and if 
everything were consequently paid for by money directly 
it was purchased, there would be little speculation ; com- 
modities would generally be bought as they were wanted ; 
everything connected with trade would be regular and 
uniform, and there would be no great variations in the 
demand. This regularity in demand exists with regard 
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bought upon credit for speculative purposcvs, and the price 
of such commodities never deviates much from the cost of ^ 
producing them. 

Bread is one of these commodities; it is bought to 
be immediately consumed, and no om^ uses his credit to 
accumulate large stores of bread ; hence thti price of bread 
is always regulated by its immediate cost of production. 

The price of broad of the same (piality is uniform through- <md m 
out large towns and districts, and if the cost of producing 
a loaf of bread is slightly lessened by a fall of 2s. a (piarter 
in the price of wh(uit, the effect of this is shown by a speail 
corresponding fall in the price of bread. On the other 
hand, many (iommodities, such as wheat, are largely bought 
on credit for speculative jairposes, and are conse(juently 
subject to the gn'atost fluctuations in the (hanaiid. Sup- 
pose some event occurs which f‘or<‘lx)(l(^s a coming war; 
merchants may then think that, if the war takes placi‘, the 
foreign supplies of various commodities will Ix' greatly 
diminished; they, lher(dbr(‘, at once c'omnuaHX' to make 
speculative purchases. Iilv('ry man can use his credit as 
a purchasing power; if ho exeats his <;redit to jairchase a 
commodity, he of course assists in imat'asing the demand 
for it. When the first rumours arose in l(Sr)4 of coriiing F.xami 
hostilities with Russia, large apecuhitive jairchases of 
tallow w<‘rc made, because it was thouglit that all impor- 
tations of that conunodity from Russia would Ix^ stopped. 

The merchants who sp(*culated in tallow (anj)loy(‘d their 
credit; they did not withdraw their capital from profit- 
able undertakings in which it might be invest(xl, for 
the purpose of purchasing this tallow ; thiy simply em- 
ployed their credit in the form of bills of exchange, and 
paid for the tallow with these bills. They no doubt 
intended, either to re-sell the tallow before the bills fell 
due, or, if they did not do this, they would pnhably 
pay a certain sum for permission to renew the bills from 
time to time. If a comnuxlity in which sp(*culation thus 
takes place does ijpt rise in price as anticipated, many 
of the speculators are sure to be unable to meet their 
credit engagements, and a commercial crisis ensues. Each 
commercial crisis affords most striking instances of the 
wonderful extent of an individual’s purchasing power, 

T«. rv '"nfrm’i'-T rwrn tT,lY»f>..rT -li ^ OI ofll T7TI 1|-.T7 Tf» 
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refors to a very remarkable speculation in the tea trade, 
which is described in Tooke's History of Prices. We 
will give a brief summary of some of the facts, which arc 
very instructive. 

It was expected, in consequence of our dispute with 
China in IcS^l), that there would be a rise in the price of 
tea. Many retail grocers were therefore extremely anxious 
to lay in a stock of tea, and they accordingly commenced 
making speculative purchases. One grocer is particularly 
mentioned who had a capital of 1200/., all of which was 
locked up in his busiiuiss. If, therefore, h(j had wished to 
purchase tea and pay for it with money in his possession, 
he probably would not have- been able to lay out more 
than 100/. But he adopted a different course, and em- 
I ployed his credit to its full (ixtent as a })urchasing power. 

’ He ordered chests of tea from every wholesale tea mer- 
chant with whom he- w^jis accustomed to deal ; they did 
; not think of consulting each other, and had, therefore-, 

I every reason lor sujiposing that tlui tea which he thus 
I |)urchased was reipiired for the legitimate ])urposes of his 
i trade. He, probably following the custom of his trade, 
i gave bills due at thr(‘e montlis. Before, however, these 
! bills fell due, tea had risen in price, and he was therefore 
I enabk‘(l to re«alise considerable yjrofits. Now^ it will be 
j observed, that here was a grocer in a small way of busi- 
i ness, who purchased large (piantitic^s of tea, and who 
I therefore exerted an infiuence in increasing the demand 
I for it, without employing a single farthing of money, 

! either in the form of coin or bank-notes. The profits 
j which the grocer, in the first instance, thus realised, he 
applied in the following manner to extend his specula- 
tions. If a grocer buys tea upon credit, it is customary 
that he should deposit as a security 21. upon each chest 
of tea purchased. The realisation of profit in the first 
instance enabled the grocer to pay this deposit, and his 
speculative dealing rapidly expanded. A few cargoes of 
tea, however, unexpectedly came to London, having sailed 
before the Chinese ports were closed'; a sudden fall in 
pri(*-e took place, the grocer could not meet his engage- 
ments, and in the course of his examination as a bankrupt 
it was shown that he had purchased 4000 chests of tea at 
a cost of 80,000/., the kxss upon which was 16,000/. In 
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this case, therefore, a comparatively poor inau was eu- j ij<>ok m. 
ablecl, by using his credit as a purchasing power, in a ■ ^ , 

short time to buy 80,000^. worth of tea. Many others 1 
adopted the same course, and every groa^r in the country ! 
might have (unployed his cnKlit in a similar manner. It j 
is, therefore, almost impossible to assign any limif to the | 
rise of price which may temporarily lake place vvht'ii the ' 
demand for commodities is stinndated by juirchases made. | 
upon credit. The rise, as we have btdore said, was only 
temporary, for directly a panic (*oinnicnces credit is as 
sparingly allowed as it was before, reckh ssly given. Prices 
rapidly tall, and they ofUui sink as much bidow that posi- 
tion of ecjuilibrium which is d(‘termined by cost of ])i’oduc- j 
l ion as before th(;y went beyond it. | 

It must bf‘ evident, from the exam])les jusl given, that | The mi)- 
every contrivanc(‘ which facilitates t he (‘mplovimuit of ; 
c.reait as a purchasing ])ow(‘.r incr(‘a 8 es trn^ iutlueni*e \ arc 
credit on prices. Many peoph' b<‘li(‘ve tlnit. hiu\k~^u)U'H \ tfw most 
arc more (‘.liicieiit as a nurcluising ixivN^e.r than any of the j 
otlier instruments of credit. As it is (torj<*eiv(‘d thal. com- i iuff ixnDcr 
mercial panics arc'- causi'd by a reckk‘ss (‘m])l(‘ym(‘nt of I mr 
credit, it is concluded tliat restrictions upon the issue* I! ‘‘ 

bank-noUis provide the best renudy for tin* [U’evention , 
of panics. Th(*se o]>iinons ])Vompt(‘(l tin* juissing of the | 

Bank (Jharter Act. This Act was introduced and carried | 
by the late Sir Robei t Pe.(‘l in 1841; its hwjing provisions 
admit of a brief and simple* explanation. The main obje(!t 
of the nu*asure was to rest.rict the. issue of bank-notes; it 
was therefore (*iiacted that the Bank of England should 
not be permitted to issue notes beyond a certaiii amount 
unless a com*sponding amount of specie or bullion were re- 
tained by the bank. The limit thus fixed was 14,0(K),000^., 
it being thought that the funds and various other pro}>orty 
possessed by the Bank would })rove a sufhcu'ut security to 
meet an issu(^ of 14,000, OOOZ. of notes. The Bank is, how- 
ever, compelled to keep in its possession sjieci(* exactly 
equivalei^t in value to every note that is issued bt'.yond 
14,000,000Z. If, for •instance, the Bank of England’s note 
circulation is at any time 18,000,000/., the Bank is com- 
pelled to retain in its coffers 4,000,000/. of bidlion or s})ecie. 

In order that the public may feel sure that this obligation 
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the Loudon Gazette a weekly statement of its accouri 
This statement shows at a glance what is the specie reser 
at the Bank, and what also is its note circulation. T 
Bank (charter Act also provides that no banks establish 
after the passing of the measure should be permitted 
issue their own notes, and the old banks were not allow 
to increase the issue of their own notes. High finand 
authorities still continue to differ as to whether this A 
has the power of doing what it was intended to effect. 

Many people suppose that the Act secures the conver 
bility of our paper currency, but this is entirely erroneoi 
If the Act were rescinded to-morrow, it would still be 
obligatory on the Bank of England as it was before 
give specie for eveiy note presented to it, if the dernai 
were made upon it to do so. l^he Act compels the Bar 
to keep a certain amount of bullion or specie to me 
these demands, but this obligation need scarcely be e 
forced in order to preserve the solvency of the Bank. T 
remarkable prudence and wisd<.)m which distinguish t[ 
lujuiagement of that institution are an adeejuate guarant 
that sufficient bullion and specie would be voluntarily r 
tained in the Bank to meet the demands made upon i 
and even if it should unfortunately happen that the Bar 
should not be managed with the same prudence as heret 
fore, the weekly publication' of the account?^ of the Bar 
would afford sufficient security that an undue amount 
notes could not be forced into circulation without £ 
adequate reserve of cash to meet them. If such a forcir 
of the note circulation were attempted, a feeling of dou, 
about the solvency of the Bank would (juickly arise ; ar 
the desire of the public to convert their notes into go: 
would cause a large amount of these notes to be rcturnc 
to the Bank. But those who most strongly support tl 
Act base their advocacy not upon any security which 
provided for the solvency of the Bank, but upon the n 
striction which the Act imposes upon the unlimited issc 
of bank-notes. These persons maintain, that during 
period of active speculation, the Bank,* if left uncontrolled 
might most powerfully stimulate credit by large issue 
of bank-notes, and thus contribute to force up the price 
of various commodities to an unnatural point. But fc 
reasons just stated it would be impossible for the Bank t 
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keep in circulation an amount of notes (lisprojjoi tionate t,o 
'the amount of cash reserve. There can, moreover, be- no 
doubt that the crtMlit pnrcliases wliicli fire made- in times 
of active speculation are rarely, if <^ver. etfected by means 
of bank-notes. Bills of exchange and book credits are the 
instruments of credit which are almost invariably emplo} ed. 
For instance, the nd-ail groc(^r who in 1S;]9 was onabh'd to 
purchase (S0,0()0Z. worth of t(‘a, although he only possessed 
a capital amounting to 1200/., all of which was locked up 
in his business, neviT thought of employ uig bank-notes. 
The Bank Charter Act did not then exist.; tin* Bank was 
perfectly free to issue as many notes fis it pleas(*d, yet it 
would have been just as diOicuIt for this grocer to (obtain 
bank-notes on credit as it would ha\«.^ Ixhui for him to 
have borrowed money. It would, tluTidore, have been im- 
possibk^ for him to have speculated to any (‘onsidcu’able 
extent if he had used bauk-iK)t(‘S, instead of either bills 
of exchange or book cix'dits. it thus ;,pp(‘ars that, at 
any rate in th(' primary stages of s]>eculation, credit 
engagements are freidy entered into, whether the issue 
of bank-notc'-s is restrict(‘d or not. 

It is, however, maintaiin‘d t/hat the Bank Charter A(*t 
comes into operation in the. lat(‘r stage's of sp(‘(*nlation, 
for after these credit purcliasi's have beeuj (Ma)i.inu»‘d st>m(' 
time, many find it difficult to nuiet their (‘ngagc'uu'nts ; 
bills begin to fall diu^, and an anxiety is shown to g('t 
them renewed. Tliis, thert'.fore, is the time wlu'ii the Bank 
;is pressed to discount bills; large, amounts will Ix' willingly 
jpaid for accommodation, and the* rate of discount conse- 
quently rapidly ris(js. This rise in the rati* of discount 
affords the Bank an opportunity of realising large profits, 
if freely permitted to issue an unlimited ainoujit of bank- 
notes. But the Bank (Jhartiw Act effectually restiict.s the 
amount of acjcommodation which the Bank can give, for it 
cannot is.sue notes without purchasing an e.ijuivaient value 
of bullion ; if compelled to do this, the profit of tin? trans- 
acjtion is, of course, c^estroyed. In 1848, in 1857, and in 
1866, the three panics which have, occurred sini^e the pass- 
ing of th$ Bank Charter Act, the pressure upon the Bank 
for accommodation was so sevcire that the Act had on 
all these occasions to be temporarily suspended. By adopt- 
ing this course, the pressure was immediately relieved. 
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The fUilun^ of those was not prevented who had speculated 
recklessly and unfortunately, but the increased accommo- 
dation wliich the Bank was enabled to give saved many' 
firms, who were nob oidy solvent but wealthy, from suc- 
cumbing under the sudden contraction of credit which is 
sure to accom])any every panic. If, therefore, this relief 
had not b(3e?i provided, many would have been ruined 
without any lault of their own : for even tfie most prudent 
firms in this country conduct tl eir business upon a system 
of credit; they pay for the goods they purchase by bills, 
and they are justified in fissuming that, if they wish it, 
these bills will be renewed, or advatices will be made to 
them by their bankers, unless some very exceptional cir- 
cumstances should occur. The credit of a solvent firm may 
perhaps be partly based upon the posse.ssion of propcirty, 
and in ordinary times there is no difficulty whatever in 
immediately obtaining money upon this property to almost 
the full extent of its value. However, in the general course 
of commerce a merchant is seldom required to settle any 
of his transactions by money, for he both pays and receives 
bills in almost all his transactions. But, in a commercial 
panic, then*, is a complete collapse of credit; bills which 
were renewed b(‘fore will not be renewed now unless some 
ruinous premium is paid, amounting perhaps to ten, twelve, 
or fifteen per cent. A general feeling of distrust and in- 
security is prevalent throughout the commercial world, and 
cons<.‘(]uently no one will, if h(; can avoid it, accept any- 
thing but money in j^ayment of the debts that are due to 
him. All the usual sources of accommodation are closed. 
Banks can no longer afibrd to make advances, for the 
pressure upon them is particularly severe, since their cus- 
tomers hastily withdraw their money which may have been 
left on deposit. During a commercial panic there is a 
dearth of the legal currency of the realm; in fact, this 
must be so ; because when credit collapses, payments have 
to be made in money which were never made in money 
before ; conse(]uently a largely increased supply of money 
is temporarily required, and if it ^is not forthcoming, 
money must obtain a scarcity value, just in the same way 
as the value of any other commodity would be affected if 
the demand for it were suddenly and larcrely increased. 

JNone of the ordinary substitutes for money, such as 



The Infimnce of Credit on Prices, 


45 * 


bills of exchange, will suffice to relieve this scarcity, be- 
cause these substitutes are only instruTueut s of credit, and 
the severity of the panic is due to a thorough collapse of 
credit. But Bank of England notes, if allowed to be issiu‘(l, 
will afifoi'd relief, because as long as these not(^s are pay- I 
able on demand, people are as willing to accept them as I 
the current coin of the realm. Mow it is very remarkable | 
that, on the three occasions wlien tiui Bank Act was 
suspended, relief was afforded on two occasions wit.hf)iit 
the Bank issuing any additional notes. In 1857 the a,d- 
ditional issue of not(\s did not exce<‘d 1,000,000/. sterling; 
in a few days the majority of th(‘se iiotes woiv return(‘d 
to the Bank, and the circulation was again in its normal 
condition. The relied* may, thendbre, Ix' really rc'gardcHl 
as a sentimental i*emedy. When thi‘ Bank Act w\‘is sus- 
pended, peopl(' thought that ihiU'e w’ouM no loiigc'r lx‘ 
a dearth of mom'y ; tlu'.y w<'re, thend'ori', not. so desirous 
tb HKHuve every payment In money, (credit was t, Inis again 
gradually giv(‘n as b(T()n‘, and the Bank was (lonstMjiiontly 
not obliged perinaiiciit ly to iiaavase its issue of mdijs, 
since the cause no long(‘r existed which had so stimu- 
lated the demand for money that it obtained a sr*ar(dtv 
value. 

When trade is in its ordinary condition, \\o behewe that 
the amount (d tlu^ Bank of Engla-iid not(‘ circulation wcaild 
be the same, whether the Bank A(;t existci'I oi* not. As 
long as bank-notes are convertibh* inl.o coin u})oii demand, 
t he amount of bank-notA's which are kept in cii-culation is 
determined by exactly the same causes as thos(^ whitdi 
regulate the amount, of the cop])!*!' and silvau- c(>inag(^. 
Unless something new should occur, such as a (dninge in 
tlui mode of CAinducting busim‘ss, it would Ix' impossibh* 
to k(}ep in circulation double the amount of our pn^scait 
bronze coinagt>. Bankers could not induce their custoTiiers 
to take pence instead of silver ; vvluiii a tj*adesman draAVS 
from his bank the wages to jiay his workmen, he takes 
just as much gold, silver, and bronze money as h(‘ Ixditives 
he shall require; the pence he only uses to pay odd sums, 
for he would never think of burdcuiing one of his workmen 
with a number of cumbrous pence, instead of paying him 
the amount in silver. Similar considerations apply to 
bank-notes; for certain purposes they are extremely coii- 
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voiiieiit. If a person who is travelling takes a considerable 
smn of money about with him, bank-notes arc particularly 
useful; they occupy so much less space, and are so much 
lighter than gold. But the repeal of the Bank Act would 
be as poworh'ss to make an individual use bank-notes in 
those eases where ho now employs gold, as it would be to 
induce a man to usi‘ pence instead of silver and gold. We 
therefore eomieive that, in ordinary times, the amount of 
tlie bank-note circulation is (,‘ntirely independent of the 
]>ank A(^t ; we also think that this Act exerts no influetice 
in th(' lirst stagi's ol‘ spt‘Cidation. 

VVheji, howev(T, a continuance of excessive speculation 
produces a comm<‘rcial panic, it has been shown, on the 
three occasions when such a ])anic occurred, that credit 
cannot be r(', stored without a suspension of the Act. W« 
th(‘refore, consuka* the Act to be pn'judicial in its effeejf 
It is gxnierally practically inop(Tative; it is true, tlnit/ 
a (tommenaal crisis its edec.ts are felt, but on such occa- 
sions its suspension lias always hitherto become necessary. 
Nothiirg can be more unfortunate than th(\se repeattul 
susjieiisions ; no one can tell from hour to hour what will 
be done, and yet every one is sun^ that, if the Act is sus- 
pended, an (‘normous revulsion will take place in the 
moiK'Y market. The rate of discount in 1857 and in 18G6 
rapidly fell from ten to four per (*ent. All this uncer- 
tainty increase's the excitement and distrust which are 
sure to be too priwakait in a period of financial difficulty. 

Inconvertibh} bank-notes are the only other instrunu^nts 
of credit which have not yet been noticiid. In our own 
country, every bank-note can be immediately exchanged 
i'or coin. A private bank is obliged to give either Bank 
of England notes, or coin, for the notes which it issues; 
and the Bank of England is oblige ^d to give coin in cx- 
change^ for all its nok^s; our bank-note currency is there- 
fore said to be convertible. The currencies of some otlu'r 
countries are not in this position, and at the commeiice- 
numt of the present century our own bank-notes were 
not convertible into coin. From 179/ to 1819, cash pay- 
ments were suspended in this country, or, in other words, 
during this time the Bank of England was permitted to 
issue notes without being obliged to give coin in exchange 
for them. For some years after the Civil War, the United 
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States afforded the most striking exam]>lc of a large issue m. 

of inconvertible paper currency. The war s(‘verely tried 
the resources of tVie national exch(M|uer; it was conse- 
quently attempted to moot the financial pressure hy an 
issue of Treasury notes, which were haiik-noti's not con- 
vertible into coin on demand. W(i shall prestMil ly cousid<*r 
some of the effects of this issu<‘ of Treasury noles, and we 
shall trace its influence on prici‘s\ 

. Before proceeding further with this subject, it is noces- Theij may 
sary to iioint out tin* very diffi'nuit cons(‘{uienc(*s which 
follow, according as an inconviTtible ciiiTency is or is not tcmlrr. 
made a legal tender. If an inconvertibh' curn'iicy is madi^ 
a legal tender, an o])])ortunity is innnediab*ly alfonh'd to 
a Government to d(‘fraud its cr(‘dil,ors to an unlimiti'd ex- 
tent, and th(^ whole monetary arrangianc'uts of the country 
at once suffer a most disastrous disturbance. (Jnsat. stri‘ss 
has already hei'ii laid upon the fact, that when a (Mirnuicy 
is convertible, the hank-nob* circukation cannot, hi* for(M*d 
beyond its natnra.l limits, In'cansi*, if the ba.uk-n(>tt* issm* 
is unduly increased, the not(;.s are sure, t.o b(.* almost im- 
mediately returned to tlu^ Bank, in inler to lx*- ('.xclianged 
for coin. But there is no practical limit to I.Ik* Issiu* of 
in(;onv(*rtible bank-not(‘s, and this is (;sp(*.cially tin* case 
if these notc^s are made a legal tend(a\ A. (ilovei'nment. 
may jiay the inten^st of its d(‘bts in th(*s(*. notes. (Govern- 
ment contractors ma.y also have the debtor diit^ to tlu*m 
discharged in thesis notes; th(^ contractors, for instanc.e, 
who supplied thi^ Federal army with stores and provisions 
were paid in this manner. In fact, so ind(*tinib‘ is the 
power of issuing inconvertible notes, that the Ameiican 
Government was eriabh^d in a few months to Hoat 
40,000,000?. of th(jse nob?s, whereas the Bank of England 
notes in circulation do not much exceed half this amount. 
Inconvertible notes will be as freely acci'pted as coin, if 
people have confidence that an inconvertibh^ currency is 
only a temporary expedient, and that the (Government 
will take scrupulous care nev(‘r to permit the issue* of 
inconvertible notes to exceed an amount whhh can with 
certainty bo ultimately redoc*med. 

It is, therefore, possible to conceive that exceptional 
circumstances may occur, during which an inconvertible 
1 The United States resumed specie payments on Jan. 1, 1879. 
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currency may bo issued, if kept within proper limits, 
without disturbing the hiiaiices of the country. For in- 
stance, tluue can be little doubt that the American civil 
war creatcul a demand for a greater amount of money to 
be circulated in that country; more money was in fact 
re(]uired, because raising a large army, and support- 
ing it in the field, would render it necessary to make 
many more payments in money. If the issue of an incon- 
vertible currency in America, had gone no further than to 
sa,tisfy this demand for a greater sum of money to be' 
brought into (drculation, no one’s confidence in the finan- 
cial credit of tlie Government would have been shak(m, 
and the inconvertible currency would have exc^rted no 
effect on pricers. But the American Government far out- 
stepped these legitimate limits. These note's, therefore', 
became de^preciated, and the consequence was tliat they 
fell to a discount, or, in otlier words, gold advanced 
to a premium. In the year 1<SG9 gold in Ami'.rica 
was at a premium of about thirty-two ])er cent., conse- 
(piently notes which represented only exchanged 

for 100/. of specie. In 1 870 the premium was about twelve 
])er cent. As soon as it was resolved to return to specie 
payments the value of the paper currency became equal 
to the value of the gold it repri'scuited, and the financial 
])osition of the United States is now as high as that of any 
count ry in the world. 

If an inconvertible currency is made a legal tcnd(*.r, 
nominal prices may be forced up in proj)ortion to the ex- 
tent to which the currency is depreciated. Suppose, for 
instance, that the American Government during the civil 
war had contracted for a supply of rifles. A rifle manu- 
facturer nught have said, I am perfectly willing to sell my 
rifles at 10/. each, but if I sell them to the American 
Government I . must obtain at least 13/., for they will pay 
me in their depreciated currency, and 13/. in their notes is 
barely equivalent in value to 10/. in gold. The nominal 
price of rifles in America would rise thirty per cent., in 
consequence of its depreciated currency, and the sarru^ 
would be the case with every other commodity. j 

It cannot be said that any injury or injustice is done if 
inconvertible bank-notes are not made a legal tender, al- 
though the issue of these notes may indicate a financial 
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policy disastrous to a country. Wluui these iiot(is are not m. 

a legal t(}nder, no one is obliged to accept thc‘ni ; if an in- . . 

dividual does take them, and afterwards discovers that the ; juatiae u 
Government cannot meet, its obligations, tlie loss which lu* ; 
suffers is as much fiis own creation as if he were to accept ' Oo- 
a l:)ill of exchange from an insolv<‘nt tradta*, Smdi notc^s can- iumwient 
not e.xert the same nominal influeiuvi on prices asthal’ just ; 
ascribed to inconv(irtible notes when made a legal toiuU^r. 

If inconvertible notes are not maxhi a h‘gal ttaider, there is ■ of them. 
no reason why pric;(is should be estiniatt‘d in them. Such ' 
notes would always serve as a barometer to measure the j 
credit of a Oovernment, for as confidcaici* in a Government | 
(liTiiinishes, tlntse inconvertible not(‘s would be constantly ; 
falling to a greater dis(U)unt. 1di(5 Freticli Revolutionary i 
Government of 1792 adopt<.‘d tht? t‘X]K‘di<‘nt of issuing i 
inconvertible notcis in the Ibrni of assigjiats, and they , 
atUunpted to maintain the va.lu(‘ of th<‘se assignats by as- i 
surin'g the ])eo}>l() that they were the pa]KU’ 7H‘|)r(\sentativ«;s | 
of the (;onlis(!at(‘d laiuhnl |>rop«'rly of Franct*. lUil. (lie vainer i 
of an iiKxmvertible note is not increascHh although it is ; 
nominally issued as the representative of ( cTtain prop(u*ty, . 
unless people can have an assurance that tin? holdiu's of ‘ 
these notes will havi^ a legal claim to the proptTty, and , 
that no more notes will be issued than wdl b(‘ iMpii valent 
in valiK^ to the property on w'hich tht‘ir scMMii’ity is ])re- , 
tended to be based. What would be the wilm^ of a mort- j 
gage on an estate, if the owner of it could create any ! 
number of mortgages, all of which shoidd constitutt^ an • 
equal claim to the property ? The French people soon j 
showed that they ])laced no faith hi these assignats, which | 
became so rajihlly depreciate.d, that an assignat of 2000 i 
francs was scarcely sufficient to purchase a cup of ('offee. 
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ON TIIK KATK OF INTEREST. 

I N the minds of most peo])lo, (ivery quosiion concerning 
cuiT(‘ncy is so intimately coiinoeted with the rate of 
interest, tlmt it will be; advisable in this place to discuss 
th(; subj(‘ct in a distinct cliapter. It is the more necessary 
that we; sliould tnke this course, because tlie price of many 
kinds of |)i’oj)erty is directly regulated by the* current rate 
of interest.. 

It was observed, in our remarks upon profits, that gross 
prolits are made up of the thrive following components: — 
First, insurance against risk; seiumdly, wages of superin- 
tendence; and thirdly, interest on capital. This last com- 
ponent may be regarded as a remuneration for saving. 
The amount of the last compommt may be estimated by 
the intc'rest which can be obtained upon capital, when iu- 
vest(}d in securities whi(;h, according to the general opinion 
of the community, involve no risk whatever. In our own 
country, j.his certainty against risk of loss is provide ;d by 
the public funds, and therefore the interest which can bi; 
obtained on moiu;y, when investcid in the Funds, always 
affords a measure of th(; current rate of interest in this 
country. 

The price of funds varies slightly from day to day, and 
cons(.‘(iuently the current rate of interest must also be sub- 
ject to daily tluctuations. But although the current rate 
of interest is liable to these constant variations, yet through 
a long succession of years they have been confined within 
very narrow limits. [The rate of interest in English Funds 
has lately (18(S<S) been reduced from three to two and three- 
([uart.ers per cent. But for very many yciars the interest 
was at the rate of tliree per cent. ; during thirty years 
preceding the recent reduction of the rate of interest to 
two and three-(piarters per cent.] The lowest price which 
Consols reached was 88/.; money invested in Consols at 
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this price would pay an interest of about thret^ and three- 
sevenths per cent. ; and as the highest price reached by 
Consols (luring the same period was 102^., it is evident 
that the current rate of inten^st, though subjeiit to con- 
stant fluctuations, did not, when estimated by the price of 
Funds, vary so much as half per cciut,. during thirty years. 

In the language of every-day life, the. ciurent rate of 
interest is said to be dt'.tcjrmitu'd, or rather to be denoted, 
by the price of money. If an individual, a company, oi’ a 
foreigii Government, wisln^s to obiain monc'y in the loan 
market, they are obliged to ])ay a e.c^rtain price.' for the use 
of it, in the same way as tliey would be if they pureluis(‘d 
any oth(.*r commodity ; the price which is so y)aid is Repre- 
sented by t-h(^ rate of interest vvliieh is promisc'd by (he 
borrowing party. Su])pose tlu‘. Kussian Government cannot 
obtain a loan in our marked under livc^ ]>er (rent., wlujreas 
our own Government can at the same time' borrow money 
at three per cent., those who lend money to our Govern- 
ment think that they incur no risk of loss, and tlier(db]-<.^ 
a rernuiuTatiou of t\v<» per (xait. is given for tiu' risk which 
is supposinl to Ixi incuiT(Ml when lending momy lo the. 

Russian Government. With tins remuneration for risk 
wo ar(^ not e.()nc(;rne(l, when investigating the (Uirreiit rate 
of inten^st. 

It is e\ident that thcTc is some point which may IxH Th' rate 
regar(i(^(l as a position of stable (*<piilibriu>n about which j 
the cuiTeiit rat(‘ of interest oseillat(?s. In this country, to small 
although varying from day to day, it appioxi mates to osrilln- 
about two and threc'-cjuarUu’s or thnsj [)er cent. This 
point, therefori', about which the oscillation takers place, 
may be reg«arded as tlie average or normal amount of the 
current rate of inten'st. dVo distinct investigations must 
eonsecpiently be made. In tlie lirst phme, the*, cause's must 
be ascertairu'd which dettu’miue the average cairrent rate 
of int<irest ; for the (|ucstion may be naturally asked, Wliy 
should not the rate of interest fliuituate about two or 
about four per cent., instead of k(^eping with so mucli •. 
constancy to a little^h^ss than thre(‘ perexmt. ? After hav- 
ing made this investigation, we shall then procet'.d to ac- 
count for those small fluctuations in the rate of interest 
which are almost of daily o(XJurrencc. It would thus appear, 
adopting the language of the money market, and speaking of 
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the price of money instead of the rate of interest, that the 
laws which determine the price of money require the same 
mode of exposition as those which regulate the price of 
every other commodity. In the chapters on Price it was 
explained that the price of each commodity was subject to 
constant variations, which were caused by fluctuations in 
the demand and supply ; but at the same time these varia- 
tions always gravitate to a certain ])oint, which is d(iter- 
mined by the cost of producing the article, and which has 
been denominated by political economists tlie natural price. 

The tirsh problem, th(u*efore, wliich pn^sents itself for 
solution is this. Why should the rate of inti^rest in this 
country, ui)on tlie best security, b(? rathca* less than three 
p(^r cent.? why should it not be either much more or mu(;h 
less than this — say, for instance, five per cent., or two per 
cent.? A century since, no moiuy could be borrowed in 
this countr}^ iwcm by Gov(‘rnment, at less than five })(‘r 
cent.; whereas, in Kolland, tln^ (Government has* free punitly 
obtained loans at two per cent. The rate of interest is 
primarily detc^rmined by the capacity and desire the peoifle 
of the count ry have to accumulate capital, compared with 
the dmnand for the capital which is so ac.cumulated. 
Now, as previously remarked, the amount of wealth which 
is saved will vary cccteris paribus with the rate of in ten ‘st 
which can be obtained. If five per i^ent. were the current 
rate inst(^ad of two ami three-quarters per cent., there 
would b(i a greater induemnent offered to every individual 
to save, and conseciuently a greater amount of capital 
would be saved. But on the other hand, the demand for 
capital varies inversely with the rate of interest; there 
will be a greater demand to borrow when money can 
be obtained at two and three-(iuarters per cent., than 
when it is necessary to give five per cent. If, there- 
fore, the rate of interest were five per cent., there might 
be an amount of capital accumulated more than sufficient 
to meet the demands of those who wished to borrow ; if, 
however, the rate of interest were only two per cent., the 
demands of those who wished to borrow might for exceed 
the amount of capital to be lent. An adjustment 
takes place similar to that which regulates the price of 
commodities, for the rate of interest must ultimately settle 
I down to such a point as will equalise the demand to the 
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supply; or, in other words, the amount of capital accu- 
mulated must satisfy the demands of those who wish to 
borrow. 

The principle just enunciated affords an explanation of 
the various rates of interest which prevail in different 
countries. "The Dutch are more frugal in their habits 
and less expensive in their mode of living than we are. 
A loss powerful inducement will, thendbrc', makci them 
abstain from spending, and consecjuently two per cent, 
interest on capital may exert the same, inti nema^ in (aiusiiig 
the Dutch to accumulate as would be < xertt;(l upon the 
English by an interest on capital of nearly three per cent. 
It therefore appears that the amount of ca}>ital accumulated, 
or, in other words, the current rat(^ of inttuest which 
prevails through an av(uage of years, partly depends on 
national (character. In countries w^hen^ the Government 
is unsettled and propei ty insec'un', the rate of interest 
is certain to be high, because under smth circumstances 
it would be im])ossib]e to fitid any v(uy se(aiie invest- 
ment; consequently a portion of the inb'rest received 
may ahvays be considered iis an ecpiivalc^nt for th(‘ risk 
of loss incurred; in the same \vay people always expe(‘t to 
obtain a high rate of inteivst from hazardous sjx^culations. 
In India, a high rate of interest has always ])revaile(l, for 
there property has been ins(‘cure, the peoj»l('. being con- 
stantly ]nllaged by the native rulers who tyrannised over 
them. In a young prosperous colony such as Australia, 
the rate of interest is sure to be higher than i?i an old 
thickly peopled country like our owm. In this case tln^ 
high rate of interest is not to be accounted for, as in India, 
by a want of security with regard to property. It has 
already been remarked, with reference to Australia, that a 
generally high rate of proiit is sure to prevail when there 
is a plentiful supply of fertile land. But if the average 
rate of profit which can be realise‘d in trade is high, the 
rate of interest must necessarily be also high. If farmers 
in Australia on the average obtain a profit of twenty }>er 
cent., whereas farmers in England only obtain a profit of 
ten per cent., an Australian farmer will pay a much 
higher rate of interest for capital which he might wdsh 
to borrow with a view to extending his business, than 
an English farmer could possibly afford to pay. Every 


BOOK III. 
CU. XU. 


K.i})la na- 
tion of the 
(tifferencfi 
between 
rates of in- 
terest in 
different 
countries. 


In Austra- 
lia it ts 
hiijh be- 
cause pro- 
fits are 
hiffh. 



460 


Manual of Political Economy. 


BOOK III. 
CH. XII. 


It will he 
aj'ecled hij 
the cost of 
obtaiiihKJ 
food. 


The price 
of property 
often de- 
pends upon 
the current 
rate of in- 
terest. 


circumstance therefore in a country which tends to raise 
the average rate of profit must also produce an increase 
in the rate of interest; on the other hand, the rate of 
interest will be lowered by every circumstance which tends 
to reduce the average rate of profit. 

It has been shown in a previous chapter^ that the 
average rate of profit ristis or falls as the cost of labour is 
increased or decreased; it has been also explained that 
the cost of hibour is less or greater according as food is 
cheaper or dearer ; htuict*-, a bountiful supY)ly of cheap food, 
whether inii)orted from other countries, or obtained from 
our own soil by agricultural improvements, exerts a direct 
influence to raise the average rate of profit, and conse- 
(pieiitly to increase tlie average rate of inte-rest. But 
ill a country like our own, the rapid increase of popu- 
lation tends to make food become more ex])ensive, and 
therefore the (|uestion, whether the general rate of profit, 
and conse(|uently thti average rate of iui;(;rest, will de- 
cline as population advances, must bo determined by con- 
sidering whether agricultural improvements and foreign 
importations of food will suflfice to meet the demands of 
a larger population without increasing the exj)ense of 
obtaining food. 

The price of many kinds of property directly depends 
upon th(i average rate of interest. Suppose from any 
circumstance, isuch as the cheapening of food, or from 
the opening up of new and eligible investments foi* 
capital, that the rate of interest should rise throughout 
England, say from three to four per cent.; a corres])ond- 
ing decline must take place in the price of all such 
securities as the funds, railway debentures, and other 
investments, the interest upon which is fixed. The price 
of railway, mining, and other shares, would also decline ; 
for the price o^ these shares is now so regulated by the 
general competition in the money market, that the divi- 
dends paid upon these shares must be sufficient, not only to 
return the interest given by investments which are per- 
fectly secure, but, in addition to tliiS, to jmwide an ade- 
(juate equivalent for the risk incurred. The price therefore 
of such shares must decline, if the rate of interest in- 
creases. The price of land would also be affected by either 
^ Chap. V. Book n, 
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a rise or fall in tho general rate of interest. In our own 
country, land is considered as secure an investment as 
Consols. Inhere are many advantag(‘.s associated with 
the ownership of land whicli art' not eiijoytrd by a fund- 
holdtT; the possession of land gives social ])osition and 
political inhuence, and also affords an opportunity for 
enjoying tho pleasures of a country lift*. Monoy invesi,t'd 
in land does not return so largt' an intt'rest as if it were' 
invested in the Funds, for th<* advantages just taiurnerated 
are considcTt.'d to afford a compensation for tlui smallcT 
interest received. If, thtirefort?, tht' gt'iuTal rate* of interest 
should rise, the j>rice of Consols would decline, and the 
price of land would also decline, bt^eaust' land would be 
expected to pay a higher rate of interest t han Ixdore. 

When it is said that t he price of land tends to d(*clin(*. 
with a. rise in the rate of interest, it must not bc' sup- 
}K)sed that land n('c(‘ssa!il\ diininislu's in valium as t.luj 
rate of intern ‘st advance's. 'The particular inHiu'iiei' whicli 
is (‘.xert.('r| on tJu'. price of land by a ris(‘ Ij* Ihe rate' of 
interest may b(5 understood from the following sim]>le 
example: — l^et it sup])osed that money i»»vest(^(l in land 
ought toritturn t in* sanu'. intia-est as money inv(.5sted in the- 
Funds; and this interest may for conveniencH' of illustration 
bc suppose ‘d to bc thn'c ])er ciait. A landed (‘slat(‘, tlu'refore, 
the net ine-onu' from which was ^fOOO/. a year, would sell for 
100,000/. ihit the same estate, if t he net annual returns 
from i( continued t ;0 l)e J^OOO/., would only sell for 60,000/. 
if the rate of intcTcst should advance from three' to hvi' 
j)er cent., and if people still exj)ected to obtain tho cur- 
rent ratcof inter<‘st from money invested in land. lJ})on 
this hypothesis the [)ricc of this ostat.o and all other 
landed property would d(*clin(' forty ])er cent, if tin* rate 
of interest advanced from l-hn't* to live per cent. It musti, 
however, be borne in mind, that, tln^ causes which affect 
the average current rate of iuterc'st may also affect the 
returns to landed ])roperty, or, in other words, the rent, 
of land. The conclusion that tin', price of landed pro])erty 
would decline fort.y*per cent, if the rate of inten'st ad- 
vances from three to five per cent, is based upon tho as- 
sumption that the rent of land remains unchanged; the 
current rate of interest, in fact, simply determines the 
number of years’ purchase which land will realise. It 
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may, how(^vcr, be remarked, that most of the circum- 
stances which produce a rise in the rate of interest will 
usually decrease th(i rent of land ; thus, the rate of interest 
is raised by a diminution in the cost of labour; cheap 
food decreases the cost of labour, but when food is cheap, 
agricultural })roduce is also cheap, and farmers cannot pay 
so high a rent for the use of land. Again, if the rise in 
the rate of interest is not accompanied by any change in 
the price of agricultural produce, the farmcT’s profits will 
be the same as they were before ; he will not, howev(‘r, ^ 
be satisfied with the same profits, because^ the av(irage 
rate of profit throughout the country will rise if the rate* 
of interest is increasc‘d, and his rent must consequently b(‘ 
rtxluced. It thereflire appears that a rise in the rate of 
interest will generally reduce the ])rice of land in two dis- 
tinct ways ; in the first place, as the rate of intiTest ad- 
vances, the number of years’ purchase which land will 
realise diminishes ; in th(‘. second place, the causes which 
produce a rise in th(‘, rate of interest generally exert an 
influeiice to decre^ise the rent of land. 

A nunark may here be made to meet a difficulty which 
may suggest itself to some of our readers. It may bci 
asked, How can there bo, with the keen com])etition of 
(japital which distinguishes this commercial age, such a 
difference in the current rate of interest as that betwei'u 
England and Holland ? It might be thought tbat Dutch- 
men would place tlu* same confidence in our funds as they 
would in their own Government securitic‘-s, and that con- 
siM]uently capital would be sent from Holland to be in- 
V()sted in our funds, instead of being employed there at a 
lower rate of interest. If the Dutch did this on a very 
large scale, there would cease to be any marked differema', 
in the rate <>f in t( Test prevailing in the two countries. 
But however active the competition of labour and capital 
may be, howcjver keen and desirous traders may be to 
realise the; largest profits, and labourers to secure the 
highest wages, yet the people of each community, morci 
or less, restrict the range of competition to their own 
country. The prospect of very slightly higher wages would 
tempt our more intelligent .workmen from liondon to 
Scotland ; but a far larger inducement must be offered to 
workmen in order to induce them to undertake a shorter 
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journoy : to cross the Ohamiol and to settle' in France. As 
long, thercifore, as these feelings continue, very different 
rates of wag(\s may ])rovail in different eoiini-ric's. In a 
similar manner, although there is no doubt tliat capital 
passes more fi’eely than labour from one country to an- 
other, yet tlu'. ])e()ple of each con ii try naturallv fc^e.'l more 
confidence in tlu‘ii’ own GoveriiiiKait l,h;o» is folt by th(i 
p(M)pl(i of other nations. Hence they may l)e willing to 
accept a small(*r rate* of interest, from their GovcTiirmaii, 
than would satisfy fonngn inv(‘st,ors. It is (‘vident, tlnu’c- 
fore, that although (a})ital is larg(‘Iy invesU‘d in i'onugu 
couutri(‘.s, y(‘t [)eo[)h‘ so highly ap[)rt‘,cia.ti‘ tht‘ a.dva,utage 
of havhig their capital iuvc'sted in thedr own country, t hat 
very difierent rates of interest may ])r(‘.vail in two luagh- 
bouring nations. 

VVi.' havx‘ HOW' rc'inarked ipnai tin; (.hi('f ('aii.ses whicli 
d(‘ 1 ,(Tmim‘ tin.' avi-ragc' iat(‘ ol' interest wliicli prevails in 
different com i tries ; it is mnv nec(‘ssary to (‘\plain thos(^ 
teinp(*rary variations in tln^ rate of interesi which are 
indicated by daily lliicLualions in tlie price <►! Funds, or 
by fre(iu(‘nt alterations in the* rate ot‘ diseonnt. It has 
been stated, that tlu' price of Funds did not- vary more' 
than fourteen ])(;r cent, during many y(;ars, const'(|uently 
there was not more', than about, ihree-eigliths j»er cent, dif- 
ference in t ile interest w hich the Funds ])aid wlum at tlnrr 
maximum, and when at their minimum pric;e. But alter- 
ations in tliti rate of inten'st at different tinu's would 
a.ppear to be much gr(‘atc‘i’, if they are ('stimatc'd by 
fluctuations ill thcm-ati! of discount. The rati* of discount 
very fre<]ueiitly varies as mueh as one per cent, in l.he 
course of a week, and during a. eominereial crisis it has in 
a few weeks advaiuod from four to ten per emit. The 
rate at which the Bank of Kuglaud discounts bills is 
termed the bank-rate of di.scouut, and this is an indication 
of tin* general rate of discount throughout the country. 
The Bank could of course have no poAver to cont-rol the 
rate of discount, unless it cart'fuliy followed the wants of 
tlie money market ;• for if the bank-rate of dis<*ount w'as 
higher than the rat (3 at which ot.her estalflishmoiits could 
. afford to discount bills, 110 bills would be taken to the 
Bank to be discounted. If, on the other hand, the Bank 
should discount bills at lower rates than other establish- 


BOOK III. 
CH. XII. 


i Umjidciicd 
felt by 
each pcA) pie 
in their 
men 
( ioveni- 
merit. 


Daily Jlue- 
tuatiom in 
the rate, of 
diaeonnt. 


Hank of 
England 
rate of din- 
count. 



464 


BOOK III. 
CH. XII. 


Whif the 
Fimds do 
not vary 
more 
rapidly. 


Hate of 
discount 
depeiuht 
upon the 
amount of 
money in 
the market 
at a given 
time. 


Manual of Political Economy. 

lYients, every bill would be taken to the Bank, and tl: 
I-lank would be virtually resigning a large amount of profi 
The bank-rat(^ of discount is usually fixed each Thursda 
at; th(i weekly meeting of the directors and governor 
and unless something very extraordinary occurs, it is nc 
altered during the week. The bank-rate of discount ah 
regulates the amount of intiTcst which can be temporari: 
obtained upon money; for joint-stock banks, such as tf 
London and W(‘stminste-r, allow interest one per cen 
less than the bank-rate of discount upon all sums whic 
are deposited with them (‘XC(‘eding 50()Z. The interct 
upon de])osits, for instance, would be niiui per cent., whe 
in a commercial panic the bank-rate of discount was to 
per C(^nt. 

It may seem extraordinary that thcTe should not hav 
been a greater fall in the Bunds and othcT such sc‘curitie 
when bankers would allow interest at the rate of nine pt 
C(uit. Why, it may b(^ said, should atiy one have kej 
their money in Funds or railway shares, which waTe onl 
paying three or four per cent., when bankers would giv 
nine per cent-, interest ? It must however be renuunbenM 
that everyone knows that the rate t)f discount would onl 
remain for a very limited time at ten per cent.; it woul 
rapidly, piThaps suddenly, return to its fornuu' amount 
as the crisis subsid(‘s, the price of all S(‘(;uriti(iS would in 
prove, and tlur.i those who sold their Funds or share's i 
enjoy a temporary high rate of interest, would be oblige 
to repurchase them at advanced y)ric(*s. 

The frequent variations in thi^ rate of discount are nc 
due to any jjcrnianent cause's, but ratlicT depemd on tl 
amount of money floating in the loan market, compare 
with the amount reciuired to sup])ort the various advance 
made, anel the various engagements unde^rtaken upc 
credit. The rate of discount would immediately rise 
any event should occur which would causes an increase 
demand for specie. 8u]>])0He, for Cixarnple, that a ])re 
spect of war with China should induce' our merchair 
to believe that we might for a time} be shut out froi 
commercial interc*.ourse with that country; in this ca»^ 
our merchfints would at once send out large amounts e 
specie to China, for the juirpose of purchasing tea an 
silk. These merchants would obtain this money t 
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advances made to them on credit. If they had bills in | book m 
their possession not yet due, they would irrimediattily 1 v 
get them discounted; hence the demand for disc<uuit, 
or, in other words, the demand for specie, will bo tem- 
porarily increased, and the rate of discount and the 
rate of inttjrest will both rise. Any circumstance which 
(causes credit to be restricted will at once ]»r<)dticc an ad- 
Jvance in the rate of discount; for a n^striction of cnMiit 
pneans, that people arts more anxious to be paid in the 
(form of money. There will, therefore, bt) a grc'ater anxiety 
shown to convert all such instruments of cr(‘dit as bills of 
exchange into moiuiy; the demand for money will increase, 
and the rate of discount necessarily advance. 

If, therefore, we summarise the r(‘sults of this chapter, Sinmnary 
it may be stated that the a.v(‘rag() rate of interest which 
pj’evails in any j)erio(l depcuids upon thv. amount of capital rivedai 
existing in a (x)untry, e.om])are(l with the various other 
cir(;U instances which have been enumcTated as affecting 
the economical condition of a nation. But those* tempo- i 
raiy variations in the rate of interest which are inarlti'd by | 
almost daily liuctuations in the price of (/<»nsols, and in 
the rate of discount, are not dc‘.t(‘rmiued by changes in the i 
demand and supply of capital, in all the various forms in ; 
which it ministers to the j)roduction of wealth. These | 
variations depend on the demand and su})ply of (capital in i 
one particular form, namely, moiKy; for it Inis been shown i 
that a rise in the rate of discount is causcnl by an increased | 
demand for ready money, usually resulting from a contrac- i 
tion of credit. i 
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I T has hcion incidentally remarked in the last and seve; 

ether chapters, that a high rate of profit is sure 
prevail in young colonies which possess an aburak 
sup])ly of fertile land. Moreover, the history of every p: 
gressive nation shows tha.t the cuiTent rate of interest I 
gradually declined; it would, therefore, seem that an c 
vanc(i in population and wealth is sure to be accompani 
by a fall in tlie general rate of prolit. 

The ex])]anation of th(5 different rates of profit whi 
priwail in the various stages of a nation s progress, suggei 
questions of as much practical and scientific interest 
any that are discussed in political (economy. It is soni 
what singular, too, that these particular questions ha 
perplexed many of the most eminent writers on tl 
science; for instance, Adam Smith failed to give a corn 
solution of the ])roblem here presented. All his remar 
on the subject seem infected with the fallacy that k 
prices ])roduce a reduction in the rate of profit. 

General high or low prices indicate nothing wi 
regard to the average rate of profit. High prices simj: 
show that money has a small purchasing power; on ti 
other hand, low prices show that money has a lar; 
purchasing power. If, from the discovery of very ri 
gold mines, the cost of obtaining gold should be great 
reduced, gold might then decline in value one half; 
this should be so the price of every commodity would 
doubled. It would not, however, follow that such a gre 
rise in general prices would be accompanied by oven tl 
slightest alteration in the average rate of profit. In ord 
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|to prove this, let us iiKiuire in what inannor the position 
^of a manufacturer would be affect(.*d by such a change in 
the value of gold as that just su])posed. If general prices 
were doubled, the manufacturer would b(i enabled to 
obtain double the price for his goods; l)ut then it must 
not be forgotten, that the moiuiy cost of producing these j 
goods would also be doubled, for ht^ wmild be obliged to 
pay double the price for his machinery, a,nd for the raw 
material. His labourers’ wages must also be doubled, 
because now 51. would oidy have tin? same power of pur- 
chasing commodities as 50.9. had before. It is theu-efore 
manifest, that a g(uieral rise or fall in prices is solely 
caused by an alteration in tlie valiu‘ of the prec^ious ni(‘tals, 
and, ccmsecpiently, can have no edect in determining tlu‘. 
average rat/O of j)rofit. 

In order that tliere should be no obscurity upon this 
subject, let us again i]n])ress upon our renders, that the 
rate of profit is primarily determined by thr ratio in which 
any \vealth which is product^l is dislribntod bi.tween Ihci 
capitalists and the laboiinu's, wlio have contributed to its 
production. Unless, therefore, tlie amount of' tlie wealtli 
itself is increased, the share allotted to tin? capitalists enn 
only be augmented by diminishing the share a]»proj)riate(l 
to the labourers. If, for insiane.e, the em])loyc'r’s share is 
one-third, the labourers’ sharti wdll bo two-tliirds, and if 
the employer’s profits should be increased, fmd his shar(' 
should become oiie-half, the labourers’ \vag( s must b(i 
dimiuished, for their shares would be one-lialf instead of 
two- thirds. This proposition, tliough apjKirent ly so sim]r)ks 
is fundamental, and cannot be too carefully bornci in mind 
by the reader. 

Adam Smith was probably induc(‘d to suppose that 
low profits were produced by low pric<‘S, by niisint(.T})ret- 
ing certain phenomena of frecpxeut occurrence. When any 
particular branch of industry is extremely prosperous, the 
prices x^revailing in it rax>idly advance and an excijption- 
ally high rate of profit prevails. On the other hand, Avheu 
any particular branch of trade is depressed, prices decline 
and profits are reduced. The connection which thus aj)- 
pcars to exist in certain cases between high or low prices 
and high or low xxrofits can be readily explained. Activity 
of trade is due to an augmentation in the demand for any 
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particular commodity; on the other hand, an industr 
becomes depressed when the supply of the commoditie 
produced exceeds the demand for them. In the firg 
place, let it be assumed that a new market is suddenl 
opened for some kind of manufactures, such, for instane* 
as woollen cloth. An increased quantity of cloth canne 
perhaps be at once produced to meet this new demanc 
those who are anxious to purchase cloth compete wit 
each other for its possession ; the price of cloth cons^ 
(juently rises and the manufacturer's profits are increase 
This advance in profits can only be temporary, for th 
exceptionally high profits will attract capital to the trad 
The supply of commodities will be increased, and thus th 
i now demand will become satisfied. Prices will declir 
and the profit realised in the branch of industry will I 
gradually restored to the natural rate. 

In order to investigate the opposite case, let it be a 
sumed that there is a sudden falling- off in the demand fi 
cotton goods. The supply will, consequently, for a tirn 
exceed the demand. The competition of those who a: 
anxious to sell will reduce prices, and profits will declin 
People are naturally anxious to contract their business 
it ceases to be remunerative. The manufacture of cottc 
goods will be gradually contracted. The supply will 1 
diminished ; prices will again rise, and profits will be r 
stored to their natural rate. It is, therefore, evident th; 
the prevalence of high or low profits in some particul 
branch of trade simply indicates that, for a time, either { 
exceptionally high or an exceptionally low rate of profit 
realised. But a rise or a fall in general prices is solely d^ 
to an alteration in the value, or, in other words, in t^ 
purchasing power of gold, and denotes nothing whatev 
with regard to the average rate of profit. 

It has already been found convenient to employ t 
expression, ‘the effective desire to accumulate wealt' 
This effective desire is sure to increase with the soc: 
progress of a nation. The less civilised people are, tl 
less care will they have for the futule ; the more pnide 
people are, the more desirous will they be to save wealt 
and thus accumulate capital. It is only the most bac 
ward tribes who do not make some provision for the futn: 
and there is no doubt that a great amount of weal 
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^ould be saved, even if no prolit could be obtained on 
^ capital. People would set aside something, in order cither 
to make a provision for children, or to be prepared against 
old age, and such casualties as illness. But the great 
bulk of the capital of the country is saved for th(‘ purpose 
of obtaining a profit upon its investment. It, tlierefore, 
follows that the amount of profit which is thus obtained 
primarily determines the amount of capital aceumiilat(;d. 
It is, however, impossible to tell the exact ratio in which 
the amount of capital accumulated would increase or 
decrease with a rise or fall in the average rate* of profit; 
all that can be said is this, that ihe wealth saved will l)e 
greatly diminished, if the current rale of int^cTest on the 
best security should fall from thre(^ to one ]K3r cent. On 
the oth(^r hand, the accumulation of capital will be most 
pow(^rfully stimulated, if new and (^ligibh' investnuuits 
for capital should be openx'd up. It must*, however, not 
bo concluded, that if at some future duy our (loviunnumt 
should be able to Ikutow mom/y at on(‘ p<‘r cent., thon^ 
would then be less capilal accumulated than mnv. Tin; 
reverse would assuredly be the case, bc^^a'.ise sm'h a full 
in the rate of inttu'csl would prove that, the (.‘ff(‘etiv(i 
desire of the people to accumulate wealth had been much | 
increased; in fact, tlnfir ])ru(k‘nce would l)av(3 be(*.onie so ' 
great, that then 011(3 piT cent, interest would oiler tlu; 
same inducement to save as three per cent, does now. 

It would, therefore, appear that the amount of wealth j 
which is savcnl in a country at any ])articular time is 
partly the cause and partly the effect of the a v enrage rate 
of profit, for the great(^.r the amount of the capital which 
is accumulated, the lc^ii,cwteris par ibnSy will be tln^ average ! 
rate of profit ; svhereas, on the other hand, the. less the 
average rate of profit, tlu? smaller, coiteris pur thus, will be 
the amount of capital accumulated. An adjustment takes 
place between these differinit influences ; for it is evident, 
in the first place, that a certain average rate of profit 
results from a particular amount of accumulation, and, 
secondly, the amount which is accumulated determines 
the average rate of profit. In each stage, therefore, of a 
.nation’s social and economical condition there must pre- 
vail a certain average rate of profit, this rate being adapted 
to the particular amount of capital which will be accumu- 
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biled by the prospect of being able to obtain the rate of 
prtjht which is supposed to prevail. We are now in a 
position to investigate the general tendency of profits to 
rise or fall as a nation advances; for this can be conve- 
niently done by considering the principal circumstances 
I which accompany a nation’s economical progress, and by 
tracing the eficct of these cinaimstaiices upon the average 
rate of profit. When a nalion is advancing, capital and 
})opulation arci sure both to increase. If the population 
increas(‘s faster than the circulating capital of a country, 
there will be a smaller proportionate amount to distri- 
bute amongst; the labourers, and their wages must in- 
j evitably decline. If this decline in wages is not accom- 
})anied by any diminution in the industrial efficiency of 
the labourer, a smaller sum of money will be paid for the 
same amount of labour, and it would, therefore, appear that 
profits must conse(|uently be increased. If, on the other 
hand, the circulating cajutal increases faster than the 
population, wages must advance, and the profits of capital 
will be diminish(*d. It might, tlu'refore, seem that an 
incn'ase of ])opulation tends to augment the rate of profit, 
and yet such a conclusion is apparently contradicted by 
experhuice ; for in young colonies, whose fertile land is 
only partly occupied, a high average rate of profit always 
prevails ; moreover, it may be observed that profits de- 
cline as a country becomes more thickly peopled. All 
the phenomena just described may be very simply ex- 
plained. 

It has already been frequently affirmed that, in the 
absence of any countiTacting circumstances, food requires 
more labour and capital to produce it, and therefore 
becomes more expensive, as the wants of an increasing 
population render it necessary to resort to less productive 
land. If food could be obtained in indefinitely large quan- 
tities without any increased cost, every advance in the 
population of the country would exert a direct influence 
to raise the average rate of profit. In every old country 
the remuneration received by the worst-paid labourers 
may be regarded as the minimum wages, or, in other words, 
the least wages which will suffice to support the labourer. 
As an example of this, our own agricultural labourers may 
be cited, for everyone who is acquainted with their con- 



471 


The Tendency of Profits to fall as a Nation advances. 


dition must know that their wages could not be reduced, vona m. 
without depriving them of many of the first necessaries , 
of life; such a de]»rivation would diinirush thiur manual j 
strength, and decrease the efficiency of their labour. Tin* 
wages of the agricultural labourer in this country an^ 
barely sufficient at the present time to provide him and 
his family with t.hc^ chc‘.apest clotliing, and tlu'. sim[>h st 
food. Let anyone take the average earnings ot' an agri- 
cultural labourer in the west of England, and let an esti- 
in«ate be formed of this labounu’s expe]idit.ur(‘, and it 
will be found that it is im 2 )os.sible for an agricultural 
labourer to eat meat more than onc(‘ a week ; he is 
moreover ])o\vorless to make any provision against old agt‘ 
or sickness. Let us inquire what will take [)lace it popula- 
tion increases, and food bi^comes m«a*e (‘xpensivi*. It may andthm 
be assumed, in (»rd(‘r to illusirate tin* argunu'iit, that bn'ad coat of 
rises. in price fifty p(‘r cent.; such an a.ssum])tion is by no 
means imaginary, for within the Iasi, tow years t lnux; has 
b(H‘n in many disti'icts in England a grt'aU j- rise than this 
in the price of moat and dairy produce. J^aboun rs wouhl 
endure much suffering if tfioy obtaiiu'd less Imsad than 
they arc now accustomed to consum(3; it, thendore, bread 
rose in price fifty per cc'ut., it would lx.' impossible for 
agricultural labourers to live on their present wage s: their 
wages, tliei’efbre, must he raised, or, in oiJn'r words, the*, 
cost of labour increases, if no eounteraeting.cireuinsl ances 


intervene to prevent food becoming mon' < x pensive, as 
population advances. Hence, in a country liki^ England, 
which is advan(ang in ]>opu]ation and weaUh, two agencies 
are constantly exerting an influence to reduce ))rotits. 

In the first place, an increased ])o]mlation t(*nds to make 
food more (jxpensivci, but if I’ood becomes more ex]>ensive, 
the cost of labour is aiigUKUiti^d, and this cannot happen 
without diminishing profits. In tlie second place, as a 
nation advances in wealth, i.ht‘. ptxqde Ix'come more ]>.ru- 
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dent, a smaller return on capif;il will induce them to save, 1 savinfj. 
and, conscqucmtly, a grontor capital is accumulated in pro- | 
portion to the profiiiN which can be n^alised upon it. There 
can, however, be no doubt that many circumstances come 
into operation which act more or less powerfully to r(3tard 
this fall in profits. Thus it should bo borne in mind, 
that only a portion of the capital accumulated in England causTs^is 
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is invested in the country itself, either as circulating or £ 
fixed capital. (3ur capital is freely invested in othe 
countries ; we subscribe to foreign loans, and by our ai 
many most important railways and other works have bee 
carried out in every quarter of the world. As an exampl 
it may be stated that of the 15,000,000?. which has bee 
spent upon the Grand Trunk Railway in Canada, nearl 
the entire amount was subscribed by English shareholder 
Every year the field for the investment of capital in foreig 
countries is rapidly extending, and it will continue t 
extend, as the barriers of prejudice are broken dow 
between diffcirerit nations, and as security of property 
spread over a wider area. Now all this capital which ; 
accumulated, but is not invested, in our own country, pn 
duces no effect, either upon the average rate of profit, < 
upon the wages paid to our labourers; and as the field ft 
the investment in foreign countries may become of almo- 
boundless extent, it is quite possible to conceive thi 
capital may continue to increase, even with greater rajihdit 
than it has during the piist few years, without causii; 
any fall in the rate of profit. If, however, this outlet ft 
our savings should be at any time partially closed, 
great stream of capital would be turnc^d back up(. 
England: the circulating capital of the country won' 
consequently be greatly augmented ; the wages paid to tl 
labourers, and therefore the cost of their labour, would 1 
greatly increased, and the rate of profit would rapid 
decline. 

Observations have now been made upon the extent 
which a fall in the rate of profit resulting from a co: 
stantly increasing accumulation of capital may be counte 
acted by the investment of capital in foreign countric 
We will next speak of the principal circumstances whi( 
counteract the decline in profits, which will be sure to a 
company an increase in population, unless supplies of chei 
food can be obtained. Agricultural improvements, ai 
the importation of food from countries less thickly peopl 
than our own, are the chief ‘circums'jances which enat 
additional supplies of food to be obtained without an i 
crease in its cost. In the first place, with regard 
agricultural improvements, there can be no doubt th 
superior methods of culture have largely augmented t! 
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average yield from eacli acre of laud in this country, and 
this larger produce has been obtained without a greater 
proportionate expeiidituni of labour and capital. Two vc^ry 
prominent improvcmients ikhkI only be mentioned, it is 
well known that much comparalivtiy unproductivi; land i 
has been made to produce largc‘ crops of tuaii, by the culti- | 
vation of the turnip, and by the use of artihcial maiuii'es. | 
Improved implements are evtay yc‘ar introducing greater 
efliciency and economy into agricultun^.. Jf we were com- 
pelled to obtain from our own soil all lhi‘ additional food 
which an increasing population would require, food would 
greatly rise in ])rice, the cost of labour would be increasc‘d, 
and profits would (hxdine. 

Those political economists who consider that a decrline 
ill tlui rate of prolit must of netH^ssily a(‘eompany an ad- 
vanc(‘. in po])ulation and wealth, fre<)uently allirm that 
material progress has very <h‘finit(‘ limits, and that the 
pi’ogress of I'ach nation must, iKH'essaril v. sooner or latiu’ 
Clause. It is, for iiistane<\ maintaim^d t ha,t. if tln^ rate 
of ])rotit continiK^s to de(din(', tln^ nd/Urns to ea|>Llal will, 
aft(T a time, bi^ so small, that no ade(]nat(^ induccumait 
will he field out for incri‘ased accumulation. Uiahir th(‘.s(‘ 
circumstam^es, capital will not be furthor incr(‘as(‘d, the 
rate of jirofit will havi‘ reached its loAvesI limit, and the 
nation tlien will arrive at what, is called a stationary state. 
A stationary state is of course a possibhi (uiutingeiicy, and 
there e.an be no doubt that England might soon be in 
this condition if those caustjs which have been enume- 
rated, as tending to keep up the rate of profit, coast'd to 
act for any length of time. But, with rt^gard to almost all 
(X)untries, the stationary stale was more likely to be at- 
tained fifty y^ears since than it is now. During the last 
century, the Dutch frc(|uently’^ lent mont'y to their Govern- 
ment at two per cent.; this indicates a lower rate of 
profit than has prevailed in any European country for many 
years past. Holland in tin; last century no doubt V('ry 
closely a])proached the stationary state. But the general 
condition of Europe was then so disturbed, that com])ara- 
tively little capital was sent from one countiy to another 
for the purpose of being inv(.*sted ; hence, nearly all the 
capital which was accumulated by the thrifty Dutch had 
to be invested in their own country, and the result of 
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this was that the rate of profit which prevailed was S( 
low, that no sufficient inducement was offered to increase 
the ainonnt of capital accumulated. 

There are many other modes in which capital is ab 
sorbed, besides those which we have enumerated ; fo: 
instance, the conversion of circulating into fixed capita 
tends to ki^ep up the average rate of profit. During th( 
first years of the great railway extension in this country 
the average rate of interest undoubtedly rose ; there wa 
a great (lemand for ca])ita], and Uie tempting specula 
tions which presented tlieinselvi^s induced many to with 
draw capital from business, and (unbark it in railwa; 
undertakings. Jhit when, by the conversion of circu 
lating into fixed capital, the wages fund of the countr 
is dimijiislied, the cost of labour is decreased, and an in 
ffuence is thus exerted to raise the rate of profit. Suc: 
diminutioti in the wages fund is by no means hype 
thetical ; the wages of labourers have often been for 
time dt^creased by the sudden conversion of a larg 
amount of w(‘alth into fixed capital, in the form of rai: 
ways, nuujhinery, &c. The injury to the laboun^rs, it : 
true, is only^ temporary, because machinery and usefi 
public works gn^atly augment the productive resource 
of the country, and create a larger fund, from whic 
future capital may be accumulated. 

Some people have considered that the average rate ( 
profit is kept up, or is prevented from falling, by tf 
destruction of capital, which always takes place in thof 
commercial panics which seem to recur with periodic r 
gularity. The jffienomena which accompany these cris( 
give colour to this opinion. In consequence of the ii 
creasing accumulation of ca})ital, the money market is * 
length said to become glutted with capital seeking f 
investment ; loans are freely offered, and the rate of ii 
terest declines. In such a state of things any unde 
taking which offers a‘ prospect of unusual gain is eager 
supportcid ; a speculative feeling is thus engendered, tl 
excitement quickly blinds men’s judgment, all kinds 
fictitious schemes are brought forward, and capital 
recklessly subscribed to carry out unprofitable undt 
takings. Directly the mania begins to subside the loss 
of individuals become revealed, and it is discovered th 
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immense sums of capital have been wasted ; the surplus 
capital which was floating in the money market has been 
destroyed, capital becomes scarcHU' and the rate' of interest 
rises. Hence, no doubt, a commercial crisis produces a 
ctjiisiderable effect on the rate of profit by absorbing, or 
rather by destroying capital ; but it is to be doubted 
whether the influencii thus ex(Tted is so povNi iful as tiait 
which is produced by those otlu'r circumstances already 
described as sust aining the av(‘rage rate of profit. 

The general remarks which have bc't'u made in this 
chapter may bo illustrated by (‘xplaiuirig the high Jiverago 
rate of profit which prevails in a young colony such as 
Australia. The material condition of a country in the 
position of Australia is charactca’ised by an [ibundance of 
iertilo land and by a com}jarativ(‘ scarcity of ca])ital and 
labour. The economy, therefore, of an old country like 
England affords a dirc'cl. c()ntrast; f'or in England fertile 
land is scarcer, and labour and capibil nrv botli abundant. 
When fertile lend is ph.ntiful, food is sure to bc^ clu^ap, 
and this will be espe(;i«ally true with n^gard to those; kinds 
of food which reeiuire litth^ labour for their production. 
For instance, iimnense fio<;ks of sheep have been fed on 
tin; pastures of Australia, entirely for lh(^ saka‘ of tbeir ! 
tallow" and wool. The meat of these sIum*]) was of no v"abu; 
W"hat(;ver, until the gold dis(toveries brought a sudden <ae- 
cession of [>opulation ; for previously t)).i;re w"ere ordy 
enough people in Australia to consume a small portion 
of the mutton that was annually killed. Wheat, however, 
was not relativ(;ly so clieap as mutton, because the culti- 
vation of wheat recpiires ct)nsiderable capital and labour. 
Labour was, however, scarce, and the im])lenuuits of agri- 
culture w' ere expensive. Although labour and capital may 
bo both scarce in such a country as Australia, yet it is evi- 
dent that the returns of this labour and capital, if applied 
to cultivate the soil, must bo extremely great w"hen it is 
remenib(‘red that in such a country oven the most, fertile 
land can be (;btain(;d at a iiu;roly nominal p)i(;e. 

The industry of^i young colony is sure to be almost en- 
tirely confined to agricultun*, for the great abundance of 
fertile land at her command gives her superior advantages 
in comparison with older countries. On the other hand, 
it is impossible for a young colony to compete successfully 
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in manufacturing iiidustry; she does not possess the ap- 
pliances which manufacturers require, the machinery would 
have to be imported, and labour would be more expensive. 
Our operatives would not, of course, emigrate to Australia 
unless th(;y expected to obtain higher wages. The same 
considerations apply in a somewhat modified degree to 
mining industry; the gold mining of Australia is an ex- 
ception to this, because comparatively few countries pro- 
duce gold, and therefore Australia has little competition. 
But in the case of such minerals as copper, which are pro- 
duced both in England and Australia, it is impossible for 
Australian coppea* mines to compete against English copper 
mines, unless the former are far richer than the latter. 
Labour and machinery are so expensive in Australia, and 
the cost of bringing the ore from the mine to the coast is 
so great, that many a copper mine which is unprofitable 
in Australia would be a source of enormo\is wealtli if it 
could be transferred to England. 

We may, therefore, conclude that the industry of a 
colony can be most advantageously employed in agricul- 
ture and in supplying those wants of the people for which 
provision cannot be made by importing commodities from 
other countries. For besides agricultural labourers, there 
must, in a young colony, be bricklayers and carpenters to 
build houses, and all the various retail dealers and others 
connected with them who minister to the daily domestic 
requirements of life. Since, therefore, agriculture is the 
staple industry of a colony, it is evident that the average 
rate of profit which prevails will be regulated by the 
profit which can be obtained upon agriculture. When 
there is abundance of fertile land, everyone can easily 
become a farmer ; hence capital would not long continue 
to be employed in house building, or in retail trades, 
if a larger profit could be realised by investing it in 
agriculture. In order, therefore, to explain the high rate 
of profit which prevails in a colony, it will be necessary 
to show that the profits on agriculture are larger in a 
colony than in a thickly peopled country. Where fertile 
land is so abundant, it is of course only necessary to 
cultivate the most productive soils. Consequently labour 
and capital, when applied to agriculture, will be far more 
productive in a colony than in a country like our own. 
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It may perhaps, however, be said, that we have land far • ^ook m. 
more fertile than any which is tilled in Australia. This, 
no doubt, is true, but the English farmer has to pay a 
heavy rent for the use of land, and ho does not on the 
average realise greater profits than the feirmer who culti- 
vates worse land, but who pays a smaller rent. England’s 
population is so great, that there is a demand for all the 
produce which can be raised from her cultivated soil ; high 
rents therefore must prevail These rents are an essential 
part of an English farmer’s expense; he pays his rent for 
the use of an efficient agent of production, just in the? 
same way as if he were compelled to purchase a useful 
machine. The fiirmer in a colony has, sp(iaking com- 
paratively, to pay no rent ; he is saved this heavy expense, 
and there consequently remains a greater amount of 
produce to be distributed between the farnuT and thc^ 
laboui’'er. Wiiges and profits are, for these reasons, almost 
invariably higher in a colony where fictile land is abun- 
dant, than in an older country where the growth of 
population has made land scarce. 
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ALL political economists who preceded James Mill and 
jl\. Ricardo, and many who have succeeded them, seem 
to anticipate a general over-production of comTnodities 
as a possible or even probable contingency. Dr Chal- 
mers and Mr Malthas went so far as to impress upon all, 
the duty of exercising a moral nistraint with regard to the 
accumulation of capital ; for if this were not done, they 
feared that wealth would only be created to be wasted, 
and that it would be impossible to consume a great por- 
tion of the commodities produced. Sismondi was actually 
opposed to the use of machinery, because he believed that 
if the production of wealth was so much facilitated there 
would inevitably ensiu^ a general over-production of all 
commodities. 

The fundamental error involved in these opinions 
would probably never have been supported by the three 
great writers just mentioned, if there had not been some 
ambiguity in the meaning they attached to the expression 
‘over-production.’ Let us therefore commence by defin- 
ing what is meant by this word. Now, oveT-production 
may exist in two very different ways : in the first place, a 
greater quantity of commodities may be produced than 
can be sold at remunerative prices. In this case there may 
be no deficiency in the power of consumption. Everything 
which is produced can be readily coixsumed, but those 
who have a demand are not willing to pay such a price 
as will remunerate those who produce the commodities. 
It is difficult, from the language employed, to determine 
whether this is the kind of over-production which is 
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intended by Chalmers, Malthus and Sismondi, It is, per- 
haps, more probable that they conceived a second kind of 
over-production, differing very essentially from this. It 
is possible, as an hypothesis, to suppose that a greater 
quantity of all commodities may be produced than people 
really want. In the course of this chapter it will be proved 
that such an over-production has never taken place in tluj 
past and is never likely to occur in the future. 

With regard to the first kind of over-production, it has 
been stated, when considering the laws of value and price, 
that some ][)articular commodity is frecpiently produced in 
excess ; the price at which it sells will then cease to be 
remunerative, and the y)rofits of those who produce the 
commodity are conse(]iiently reduced. Thc‘se low profits 
discourage the products m of' a particular commodity ; in 
this way its supply is diminished, the d(‘niand is once 
more equalised to the su].)ply, and price's arc^ again made 
remunerative to the produciT. Wh(ui tln.^se low profits 
temporarily prevail in any branch of industry in consti- 
quoncxi of over-production, it is said that tin' particular 
trade is dull or depressed. It is (piite possible that such 
dullness and depression caused in the mamujr above 
described may exist in every trade ; if such a phenonnmon 
shoidd really occur, it would no doubt have been (ionsidered 
by the above-mentioned writers to denote', general over- 
production. In one sense, it would be ov^:)r-production ; 
but the word has a double meaning, and by the aid of 
this ambiguity the most mischievous economic fallacies 
are speciously propounded and readily assented to. The 
method adopted is the following: — Certain phenomena are 
described, and are admitted to Y)rove the existence of 
general over-production in one of its significations. When, 
therefore, the possibility of over-production is proved, 
numerous events are shown to result from over-production 
in its other signification, and therefore the possibility that 
these events may really occur is regarded as proved, be- 
cause the existence of over-production in its other sense 
has been admitted# This method of reasoning affords a 
basis for an indefinite number of fallacies. If it be admitted 
that there is over-production, so far as it is represented 
by low profits, yet it can be proved that there never has 
been, and there never will be, over-production in the 
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sense that more commodities are produced than people 
will consume. 

Let us consider the case of a market being over-supplier; 
with some particular commodity. If the American civi^ 
war had not occurred, the cotton manufacture of Lanca- 
shire would, no doubt, (juickly have presented an example 
of what is commonly called over-production. During the 
years 1859 and 18G0, the Eastern demand for cotton goodt 
was extremely active ; prices ruled high, and unusuall}? 
large profits were n^aliscd. Every manufacturer was con- 
setjuently stimulated to produce on as large a scale as he 
possibly could. All the existing mills wcto worked to theii 
utriiost, and new mills we^re rapidly erected. The exte 
demand which caused these large profits woukl no doid)t 
soon have been fully supplied. Manufacturers, if we maj 
judge from past ex[)e^rience, would not have sufficiently 
diminished th(‘ir production as the additional demand foi 
cotton goods became gradually satisfied ; the market, there- 
fore,- would almost certainly have become over-su})plied 
and the unusual activity which had prevailed in this brancli 
of industry would infallibly have been succeeded by low 
profits and general dullness of trade. In fiict, activity auc 
depression always seem to succeed each other in regula: 
cycles. 

Although the market may be thus over-supplied witli 
cotton goods, <no one can suppose that these cotton good.^ 
will be wasted ; there would ho no difficulty whatever ii 
stilling the goods if they were only offered at a sufficientlj 
low price. These low prices may be very disastrous to tht 
manufacturer, but what he loses is gained, or is saved, bj 
those who purchase cotton goods ; there can therefore be 
no waste — all that happens is simply that the producers 0 
certain conimodities miscalculate the extent of the demanr 
when these commodities are offered at a particular price 
If the demand is over-estimated, the producers will realist 
smaller profits than they anticipated. But such an excm 
of supply can only be temporary, because l«w profits wil 
check production. The demand for a^commodity is deter 
mined by its price ; raise the price of a commodity, anc 
the quantity of that commodity which will be purchasec 
is at once diminished. But, on the other hand, by suflf 
ciently lowering the price, the quantity of a commodifr 
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which will be purchased may be indefinitely increased. 
There is a certain average rate of profit which prevails in 
a country at any particular time. Unless manufacturers 
and traders hope, on the average of years, to realise a cer- 
tain rate of profit on their capital, they will not eontinue 
their business; they would rather withdraw thtar capital 
as speedily as possible, and invest it in other undertakings. 
A constant tendency is therefore in operation which so 
regulates the price of commodities that the ordinary rate 
of profit is, on the average of years, givt^n to each class ol’ 
producers. If the price of any commodity is more than 
sufficient to do this, th(i production of the commodity is 
stimulated, the supply is increased, and lh(^ price of the 
commodity must fall in onler to make the di^mand meet 
the increased supply. But whenever the prict' of any 
commodity falls so low as to eaus(‘ a particular branch of* 
industry to be comparatively unrcmunerativ(‘, there exists 
what is commonly callcKl oviu’-production ; such ()V(‘r- 
production can only be temporary, for tin* low pric(^s will 
exert an influence to check the supply of the commodity, 
and th(i price of the commodity will soon be raised, so 
that the producers ()f it again receive th(^ ordinary rat(‘ of 
profit. 

It, therefore, appears that howeve.r great, may be th(.‘ 
accumulation of capital, commodities are sure not to be 
produced so as to be wasted ; there will bti always persons 
ready to consume the commodities which are produced, if 
the price at which they are sold is sufficiently low. C^>u- 
sequently the accumulation of capital, as was pointed out 
in the last chapter, may reduce profits, but nevtT caus(\s a 
superfluous production of wealth. Capital may bo misap- 
plied and wasted, and when a veiy low rate of profit pre- 
vails, there is always a great temptation, as is proved by 
every commercial crisis, to scpiander capital upon useless 
and unproductive schemes. People become dissatisfied 
with the small profits of legitimate trade, and therefore 
recklessly embark iy any scheme that affords a prospect 
of large gain. But such a misapplication of capital, result- 
ing in a waste of wealth, is a very different thing from 
^alth being produced in such superfluity that it must be 
W’aated for want of consumers. It is true that the invest- 
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by tlio prevaloiice of a low rate of profit. The capital, 
however, need not be so invested, for it could still be em- 
ployed productively ; if it were so employed, the supply of 
(;o]umodities would be farther increased, and profits would 
again decline. This decline in profits would be disadvan- 
tageous to the producers; the consumers of the com- 
modities would be benefited, and the wealth of the nation 
would be increased to tin full extent of this additional 
production. 

When discussing thi^ subject of capital the most ex- 
treme ease of over-produ(!tion was assumed ; for it was 
supposed that capital went on accumulating so fast, and 
tln‘ production of commodities was so largely increased, 
that at length the labourers were able to obtain every- 
thing which th(‘y recpiired. It may hn said that if in 
sindi a state of things capitalists should continue to accu- 
mulate, and labourers continue to labour, additional wealth 
would be produced, which no one would have any desire 
to consume *; but such a supposition tacitly assumes that 
nuni liave an uncontrollable desire to labour, and that in 
fact they labour for labour's sake. This is entirely con- 
trary to the experiences of human nature: men labour in 
order to satisfy their wants, and to provide themselves with 
Ibe enjoyments of life. Labourers would gladly shorten 
their hours of toil, if, in consequence of an increased 
accumulation of capital, the remuneration of labour 
should ever be so largely augmented that their wages 
should become sufficient to supply them with all the 
necessaries and enjoyments of life. It, therefore, appears 
that, upon the most extreme hypothesis, there cannot be 
over-production, in the sense conceived by Malthus, Chal- 
mers, and Sismondi. The fallacies they propounded on 
this subject were no doubt due to a misinterpretation of 
the phenomena connected with the low profits which pre- 
vail in a trade when there has been an over-production of 
some particular commodity. Mr J. S. Mill has aptly 
remarked that any “ difference of opinjon on the subject of 
over-production involves radicallj?^ different conceptions of 
political economy, specially in its practical aspect. On 
the one view we have only to consider how a sufficient 
production may be combined with the best possible dis- 
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considered — how a market can be created for produce, or 
how production can be limited to the capabilities of the 
market. Besides, a theory so essentially self-contradictory 
cannot intrude itself without carrying confusion into the 
very heart of the subject, and making it impossible even 
to conceive with any distinctness many of the more com- 
plicated economical workings of soc^iety.” 
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W E intend in the present and in the following 
chapter to trace some of the consequences which 
have already been, and which are likely in the future 
to be, produced by the discovery about the years 
1848 — 50 of gold deposits of extraordinary richness in 
Australia and California, and by the development within 
the last few years of silver mines of such productive- 
ness that the annual yield of silver in a short time 
was nearly trebled. Just jirior to the discoveries in 
Australia and California, the annual aggregate yield 
of gold was not more than 10,000,000^. This amount 
was, however, at once trebled by the additional gold 
obtained from Australia and California, for during 
the five years between 1852 and 1857, no less than 
10,000,000/. of gold was annually yielded by each of these 
countries. When it was observed that the annual supply 
of gold was thus suddenly increased threefold, many not 
unreasonably thought that gold would rapidly decline in 
value. Some even went so far as to predict that this 
decline would be so great that in the course of a few 
years gold would be not more valuable than silver. It 
is at the present time scarcely necessary to remark that 
these anticipations with regard to a rapid fall in the value 
of gold have not been fulfilled. Although, for reasons 
which will be presently stated, we incline to the opinion 
that there was for some years after the gold discoveries 
a moderate decline in the value of gold, yet within the 
last few years this fall has not only been arrested, but in 
the opinion of some high authorities the tide has turned 
in the opposite direction, and there has lately been a con- 
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siderable increase in the value of gold. Mr Goschen*, for 
instance, considers that in consequence of a falling-off in 
the yield of gold in Australia and California, combined 
with an increased demand for gold owing to the de- 
monetisation of silver in Germany, the resumption of 
specie payments in the United States and in Italy, and 
other causes, there has been within the last ten years a 
rise in the value of gold as shown by a fall in general 
prices. There can, moreover, be no doubt that the present 
great increase in the production of silver must, if it con- 
tinues, exercise an important influence in modifying many 
of the effects which would result from an increase in the 
annual supply of gold. 

It is manifestly of much importance to a community 
that the value of the substance which is selected as its 
money should not be subject to great and sudden fluctua- 
tions. If the value of money varies, th(‘ ti'Tms of every 
monetary transaction bocotne materially changc'd. If the 
value of money increases, those who have flxed money 
payments to receive become enriched, and thos(‘ who have 
to make them suff(;r a corresjjonding loss. If money is 
depreciated in value, the exact reverse takes place, on d the 
recipients of all fixed annuities, such as fundholders, mort- 
gagees, the proprhdors of debcnturii stocks, have a serious 
loss inflicted on them. The disadvantage whic^h arises 
from a variation in value of the monetary ^taiulard is not 
to be measured simply by the loss and inconvenience it 
may cause to individuals. If the substance which is 
chosen as money were subject to great and frcMpient 
changes in value, a most serious impediment would be 
thrown in the way of commercial development, for it 
would be hazardous to enter into any transaction which 
involved deferred money payments. Thus if gold were 
liable to vary 50 per cent, in value within a short period, 
a man who had agreed to lease a house at 100/. a year 
might suddenly find that the rent he had to pay had 
virtually increased 50/. a year. 

As therefore suoh serious inconvenience is caused by a 
change in the value of money, it becomes of great import- 
ance to endeavour to ascertain whether any effect was pro- 
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^ See paper read before the Institute of Bankers on Wednesday, 
April 18, 1883. 
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duced in depreciating the value of gold in consequence of 
the large additional supplies that were obtained for some 
years after the gold discoveries. It will also be important 
to in(|uire whether any effect has recently been produced 
in raising the value of gold, in consequence of a falling-off 
in its supply, accompanied by an increase in the demand 
produced by causes to which reference has been made. 

It may be thought that a comparison of general prices 
affords ready means of testing whether or not there has ' 
been a change in the value of gold. Thus it may be vsaid 
that if we desire to know whether gold was depreciated by 
the gold discoveries, all that woukl be necessary would be 
to compare g(Oieral prices just previous to the discoveries 
with general prices after the discoveries. In a similar way, 
the question whether gold has risen in value in recent years 
might be dc^termined by ascertaining whether general prices 
a.re higher now than they were ten years previously. If, 
however, such a comparison is made it will be at once found 
that it does not afford so easy a ixieans of testing the value 
of gold as may b(i in the first instance supposed. Thus, 
taking the period of twenty years which immediately 
succeeded the gold discoveries, it will be found that 
although the prunes of many articles advanced, yet the 
price of other commodities declined. Again, if the period 
between 1873 and 1883 is taken, it can be shown that 
although the nriccis of many commodities have declined, 
there has been a steady rise in the price of others. This 
want of uniformity in the movement of prices admits of an 
obvious explanation ; for it is evident that many causes 
besides a change in the value of gold are in operation to 
aff(K^t the prices of different commodities. Thus, ever since 
the gold discoveries, the adoption of free trade and improve- 
ments in the means of communication have extended the 
area from which it is possible to obtain supplies of cheap 
corn ; and consecpiently, although there has been a steady 
increase in the home demand for corn to meet the needs of 
a growing population, this demand has been accompanied 
by a more than proportionate increasccin the foreign sup- 
plies, and consequently there has been a decline in the 
price of corn (juite independently of any change in the 
value of money. On the other hand, with regard to meat 
and dairy produce, in consequence of the greater difficulty 
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and cost of importing them, the increased demand cannot | m. 
be so readily met by foreign importations ; and during the | . . 

entire period which has elapsed since thci gold discoveries 
there has been an increase in the price of meat and dairy 
produced In arriving at any conclusion with regard to 
an alteration in the value of money, from a comi)arisoii 
of general prices, it is necessary to take a careful account of 
the various other causes by which prices may be iniiuenced. j 
Thus, during the last ten years a very considerable etfect j 
has been produced in lowering the price of many manu- 
factured commodities by the stimulus tliat was given to 
excessive production in the period about 1872 — 4 of ex- 
ceptional trad(i activity. The unusually large profits which 
were then realised in the iron tracks and in almost evtny 
other branch of manufacturing industry caused tin' mc'ans 
of production to be gn.^atly incrt'ased. When tin* activity 
subsidcKl, there was an augmented supply of commodities to 
meet a diminisluHl demand; conseriueiitly it was ini^vitable 
that there should be a full in yu’ices (piite indi^pendenl ly of 
the change in the value of gold. 

After niaking due allowance for tin' eircmustat^ces to 
which reference has just been made, we think it may be 
concluded that, taking a period of about 20 yt'ars succeed- 
ing the gold discoveries, there was a depreciation in the 
value of gold. This conclusion is chu‘-fly based upon the 
arguments contained in a series of essays 01 ^ the gold (jues- 
tion by the late Professor Cairnes”, and upon an elaborate 
investigation by the late Prof. Jevons. Prof Jevons com- 
pared the average prices of many hundreds of commodities 
after the gold discoveries, with their prices })revious to 
1848. He also, with the utmost care, made allowaiuje for 
the influence which might have been exerted upon the 
price of any particular commodity by causes inde]>endeut 
of a change in the value of gold. The result of' his investi- 
gations provcis that th(ire was a rise in general prices 
amounting to 10 or 15 per cent. 

It may seem that there is yet another method of inves- 

* [In the case of meftt, this rise in price has been checked, since 1888, 
by the increased importation of fresli meat from abroad ; a trade which 
many good judges consider to be still in its infancy. See note on 
p. 80.J 

2 Essays in Political Economy Theoretical and Applied. By the late 
Prof. J. E. Cairnes. 
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tigatioii, which will conclusively decide the question as to 
whether the value of gold was, or was not, depreciated. 
Thus, it m«ay be said that in a previous chapter of this 
work, the value of gold as well as of all other mineral pro- 
duce was stated to be regulated by laws similar to those 
which determine the value of agricultural produce. If the 
value or price of agricultural produce declines, the worst i 
land in cultivation will cease to return any profit, and will 
consequently be thrown out of tillage. In the same way, 
if the value of mineral produce declines, the profits result- 
ing from mining industry will be diminished, and many of 
the least producitive mines will cease to be worked. It 
may tlierefbre be thought that many of the least produc- 
tive gold mines must during the ])eriod referred to have 
b(‘en re,lin(|uishid if the value of gold had been depreciated 
by the; discoveries in Australia and California. It does not, 
however, appear that gold mines in other parts of the world 
were thus reliiKpiished. 

The evidence, however, which is derived from the con- 
sideration just mentioned, is not as conclusive as at first 
sight it may appear to be. We think it necessary thus to 
caution our readers, because it must be borne in mind that 
mining industry, and especially gold mining, is far more 
speculative and uncertain than agriculture. A decline 
in the price of agricidtural produce almost immediately 
affects the rent which farmers will consent to pay. Each 
farmer can very approximately calculate the profit which 
he will be able to realise, and he will refuse to rent his 
farm, urdess he considers that he will be able to obtain an 
ade(]uate return for his labour and capital. No such pre- 
cise calculation can, however, be made with regard to the 
profits which a mine is likely to yield. The discovery of a 
new lode may, in a few months, vastly increase the profits 
and value of a mine. Even in our own country it has 
frequently happened that a copper or tin mine has in a 
short time increased in value a hundredfold. Mining 
therefore resembles a lottery ; those consequently who are 
engaged in mining industry do not, andi-cannot, accurately 
calculate the profits which are likely to be realised. The 
chance of obtaining a great prize is the real motive which 
prompts mining enterprise. Thus, we believe it can be 
shown that the profit realised on the aggregate capital 
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invested in copper and tin mines in Cornwall has pever 
amounted to as much as one per cent., even at the time 
when mining industry was at its most prosperous condi- 
tion. People, however, continue freely to invest their 
capital in this iinremimerative industry, as long as they 
observe that a mine here and there has been so successful 
that lOOi. originally invested in it would r(^alise an income 
of many hundreds a year. People in a similar way were 
attracted to the gold fields by the intelligcnici^ of great 
and successful 'finds,' and they seldom calculate what is 
the average profit realised by each person (‘inployed upon 
a gold field. It, tht^refore, appears that thi'. supjdy of gold 
may not immediately be much affect<‘d by a slight d<.*pre- 
ciation in its value; a continuance ^ of th(‘ depreciation 
must, however, after a time diminish thc‘ suj)})ly. Hencti 
a depreciation in the value of gold is spontaneously re- 
tarded, l)ecause a depredation in value (cxtTts a teiiflency 
to decrease the su]>ply of gold, and a diminution in the j 
supply at the same tim(‘ exerts a tendency to incnnise its ; 
value. 

The absorption of such large additional suppli(‘s of gold, Thrianie 
without producing any greater d(‘pr(dation in its vahie i 
than that to whicli wo have ref(‘ri’(‘d, affords conclusive ’reived 
evidence of some very important results which were pro- hace pre- 
duced by the gold discoveries. It has already bcaai stated 
that these discoveries incnaised the annual ♦^u])ply of gold nmpinneut 
more than threefold, and it is ewident that tiiis large 
augmentation in the supply must have been accompanicKl 
by a very considerable decline in value, unless t.hen^ had country. 
arisen an increased demand for gold at the time when 
tliese additional su})plies were forthcoming. It can be 
readily shown that many circumstances combined greatly 
to increase the demand tor gold just at the time when the 
discoveries of gold were made in Australia and California. 

It is, for instance, deserving of special remark tliat the 
great increase in the supply of gold coincided with the 
commencement of a new era in the commerce of this 
country. About rtiat time the Navigation Laws were 
repealed, and with the adoption of this measure the prin- 
ciples of Free Trade were a})plied to our entire commer- 
cial system. Our trade and industry, being thus released 
from the trammels of protective duties, at once showed 
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a most extraordinary development. This commercial de- ' 
velopment was also powerfully aided by the great exten- 
sion of railways whiiih took place about that time, and by 
the increased application of steam as a motive power to 
various branches of industry. Our exports in twelve years, , 
from 1 (S48-G0, advanced from 60,000,000Z. to 1»‘15,000,000Z.’ 
anfl our imports exhibited a corresponding increase. This 
increase in trade was iiiaintained, and in 1874 the exports’^ 
amounted to 2r)0,00(),000Z.,and the imports to 850,000,000/. 
In 1847 we imported about 500,000,000 lbs. of cotton, and 

55.000. 000 lbs. of tea; in 1856 we imported more than 

1 .000. 1)00,000 lbs. of cotton, and nearly 90,000,000 lbs. of 
tea. This expansion of our trade and commerce was as 
sudden as it was great ; for it is an instructive fact, that 
t,h(‘ trade of this country seemed to be in a stationary 
statt'. for several y(‘ars ])revious to the introduction of Fr(;e 
Trad(\ Our exports and imports had, since the conclusion 
of (he war in 1815, shown a progrt^ssive increase; but 
about the year 1888, until the establishment of Free Trade, 
they remained almost stationary. Ft is quite evident that 
such a -sudden development of trade and commerce would 
re(]uire a largcjr amount of money to be brought into cir- 
culation ; for, as the wealth of the country increased, a 
gr(iat(T number of commodities would be each year bought 
and sold for money, and more money would also be re- 
(juired bcicause the population was more numerous. Agaifi, 
m(nv money was wanted in order to pay the wages ot 
th(.‘ laboun^rs; for our exports could not advance from 

60.000. 000/. to 250,000,000/. without the amount paid in 
wages being greatly increased. It, therefore, appears that 
the sudden development of our trade and commerce about 
the year 1850, created a demand for a greater (piantity of 
money to be brought into circulation. 

If no new supplies of gold had been forthcoming, this 
additional demand for gold must have inevitably caused 
a sudden rise in its value. The extent of this rise might 
have been very considerable, and those consequences would 
have ensued which have been already* described. Every- 
one who had a fixed money-payment to make would have 
found this payment greatly increased, and the real burden 
of the National Debt would have been augmented in 
exact proportion to the increase in the value of gold. The 
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extent to which the value of gold might have risen can 
be best understood by reflecting on the large t[iiantitics 
of gold which have been poured into tliis country without 
producing a greater depreciation in its value than has 
actually taken place. It, therefore, may be regarded as 
conclusively proved that the gold discovta'itjs were made 
at a most opportune time, and that they averted a very 
serious evil; for, if we luid been left to the old sources 
of supply for obtaining gold, commerce* could not havt*. 
expanded as it did without a large and sudden fall in 
general prices. 

Although almost the whole of the Australian gold and 
a very considerable portion of tin* gold pnxtuced in 
Califlrnia is, in the first instance, sent t<i England, yet 
England retains only a eomparativedy small ]>art of this 
gold for her own use. Tin*, gold is r(‘.-(\\ ported, and hixs 
no doubt b(^on partly c‘m])loye(l, as it has Ixuai in England, 
in m(‘eting tin* wants of in(r(‘asing trade. I'hi^ (extra- 
ordinary (levtdopmeiit of (^ommen^e, to which n^fcreuce 
has just been madi^, has by no means bixui eontimxl to 
England, for tln^ last five* and thirty years may be i\‘- 
gardod as a peudod of gcuural and unprocedenU^d in- 
dustrial progress. More money was reepured in order to 
carry on lids expanding trade, and consixjuently tlu'i'e 
was a general increase in tlu^ demand for the jrecious 
metals. It may, liowt.'ver, be thought that there would 
have be(*n a imicli gr(*at(T increase in the dmnand for 
silver than in tlu* demand for gold, because at the time 
of the gold dis(;overies many more (^ountri(‘s used silver 
as a standard of value tlian gold. For some time aftc^r 
the gold discoveric^s tJiere was litth* increase in the*, supply 
of silver, and couse(piently many were led to the conclu- 
sion that silver, when coin pan *d with gold, would rapidly 
advance in value. Theu'o were also other considerations 
which seemed to warrant the opinion that there woidd 
be a rapid rise in the value of silver. Soon aftc.T the 
Indian Mutiny then) was a largt^ and continuous export 
of silver to India,# In somc^ years the amount exported 
was not less than 17,000,000/. A considcrabh^ amount 
of this silver was sent to India in payment for the 
largely increased quantities of cotton which were pur- 
chased from India by England during the American civil 
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\ war. About this period also loans on a great scale were -I 
raised in England for the construction of public works 
in India. No less a sum than 90,000,000/. was raised in 
England for Indian railways. A portion of this amount 
was expended in England in the purchase of plant and 
material. It has, however, been calculated that con- 
siderably more than half the entire amount was sent to 
India in the form of silver to pay the wages of those 
employed in making the railways, and for other pur- 
poses. As there was then no increase in the production 
of silver in any way commensurate with this large in- 
crease in the demand, it is evident that the additional 
silver which was n'(|uired to supply this export of silver 
to the East, must havti been to a great extent provided 
from the stocks of silver already existing. It has, in 
fact, been ascertained that great quantities of silver were 
taken from the currencies of France, Germany, and other 
continental countries, to supply this export to the East. 
The void thus created in the silver currency was to some 
extent filled up by the more extensive use of gold, and 
by the issue of a paper currency of small value. This 
increased use of gold indi(;ates another source of absorp- 
tion of the additional supplies which were obtained from 
Australia and California, and conseipiently, as gold was 
ready to take the place of the silver which was sent away, 
this great increase in the demand for silver was not only 
met without any marked rise in its value, but the addi- 
tional demand for silver, by creating an additional de- 
mand for gold, exercised a very important influence in 
maintaining the value of gold. 

During the last few yej^irs, os previously indicated, several 
circumstances have come into operation which have exerted 
an influence upon the value of gold and silver respectively, 
exactly in the opposite direction to the influence that was 
exerted for some years after the gold discoveries. It has 
been shown that many circumstances then combined to 
lower the value of gold and to increase the value of silver: 
but within the last few years there has been a considerable 
falling otf in the annual yield of gold and a very great 
increase in the supply of silver. In consequence of many 
countries demonetising silver, there has been an increased 
demand for gold and a smaller demand for silver, and con- 
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equently the value of silver when compared with gold has 
)ecome considerably depreciated. This depreciation has 
)een shown by a fiill in the price of silver from 60 rZ. to 42 d^ 
in ounce. We shall in the next chapttu’ consider some of 
the effects which have been produced by this fall in the 
value of silver. We have, however, now to consider whe- 
ther the circumstances, to which reference has just been 
made, have increased the value of gold not only compand 
with silver, but have also increased its value when i*-oiii- 
pared with general commodities. As previously stated, S(j 
high an authority as Mr Gc^schcn considers there has been 
already a considerable rise in the value of gold, and that 
many circumstances lead to the conclusion that this ris(‘ 
may continue. It appears that the evidence on which 
Mr Goschen chieffy relies, is the decline in gtnjeral prices 
during the last ten years; but n^asons have been alr(‘ady 
stat(^d to show that great care ought to b<* excTciscid before 
this can be accepted as a conclusive test. Much stress is 
also laid upon the extent to which the (hanand for gold has 
lately bi^eii increased in conso(pience of the rt\sumption of 
specie payments by the IJiiited States and Italy, and by 
the demonetisation of silver in Germany and othcT coun- 
It must, however, be borne in mind that although 
the amount of money which a (.*ouiitry re(piin*s to k(‘ep in 
circulation may be affected by the increase in its wt'alth 
and population, yet ii^ the general progresi^ of commerct' 
many agencies are sure to be brought into optantion to 
economise the use of money, ^fbus, with the extension of 
banking facilities many transactions are carried on by 
cheques which previously retpiired the use of money ; and 
it has been shown that with the increased use of bills of 
exchange, telegraph transfers, and other instruments of 
credit, there may be a great increase in home and foreign 
trade without necessitating a proportionate increase of gold 
and silver. In view of all these circumstances it is ex- 
tremely difficult to arrive at a positive opinion as to 
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^ [The lowest price Ubiiohed by silver, up to the date of the present 
edition, was on the 19th May, 188S, when it was 41 fd. per ounce.] 

2 Mr Goschen estimates that this extra demand for gold has absorbed 
about 200,000,000^. during the last ten years, but an able article in the 
Economist (May 12th, 1883) adduces some reasons to show that this 
is too high an estimate and that the amount absorbed cannot be as 
much as 189,000,0001. 
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whether there has been a rise in the value of gold during 
the last ten years ; we are, however, inclined to think that 
although the depreciation in the value of gold which had 
previously taken place has been arrested, yet there has 
been up to the present time no marked rise in its 
value. 

In order to show the difficulty of making any positive 
prediction with regard to the future value of gold, it is only 
necessary to refer to some of the many circumstances upon 
which its value depends. Thus, for instance, it is impossible 
to ascertain what will be the annual production of gold a 
few years hence : new gold mines may be discovered, and 
the most contradictory opinions prevail about the future 
yield of gold from the existing mines. Although at the 
present time the Australian and Californian gold fields are 
much less productive than they were soon after their first 
discovery, yet there are matiy who sup})ose that the yield of 
gold will again increase as gold mining becomes more sys- 
iiiinatically carried on, and as improved machinery is applied 
to (juartz-crushing. As an illustration of the difficulty of fore- 
t(illing with certainty anything about the future production 
of gold and silver, it may be mentioned, as already stated, 
that only a few years since, there seemed to be good reason 
to conclude that silver would considerably inen^ase in value 
when compared with gold. There was a large additional 
di^mand for sitver, and there was but a very slight increase 
in the annual yield of silver to meet this additional de- 
mand. The discovery, however, of rich silver mines in 
Nevada, and other parts of the United States, at once 
greatly increased the supply of silver. Many events have 
at the same time happenefl, to which we shall presently 
more specially refer, which have caused this additional 
supply of silver to be accompanied by a considerable 
falling-off in the demand. It has consequently happened 
that instead of silver increasing in value, it has greatly 
fallen in value, when compared with gold. It also deserves 
to be particularly noticed that the discovery of these mines 
in Nevada will exercise an important direct influence upon 
the annual production of gold. It is a well-known fact 
that a certain amount of gold is almost always contained 
in silver ore. In the Mexican and South American mines, 
from which the largest portion of silver was formerly ob- 
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ained, gold existed only in very inconsiderable qnantitie*s ; 
a the mines of Nevada, however, the ore contains so much 
old, that nearly 45 per cent in value of their entire 
)roduce consists of gold ; or in other words, lOOi. worth of 
re contains 55Z. worth of silver, and 45/. worth of gold*. 
Uthough the other silver mines in the United States 
Te not as rich in gold as the Nevada mines, yet it is 
alculated that at least 83 per cent, in value of the }>ro(lnce 
)f the mines consists of gold. As the silvcu* mines of the 
Jnited States have often produced not less than 1 0,000,000/. 
)f silver during a single year, it follows that more than 
1,000,000/. of gold was also produced at th(^ same time ; 
;his is an important addition to the annual yield of gold, 
md as many people think that these mines in the United 
States are only in the infancy of their dev(doj)m(<nt, it 
nay not impossibly happen that the amount of gold 
jbtained from this source may very considoi*al)ly increase. 

In view of the uncertainty with rcigard to the future 
/alue of gold and silver, it is of great importaiK^e that 
irrangements should as far as possibh? avoidixi which 
are based on the supposition that gold and silver will 
never vary in value. We shall in the next (‘hapter show 
the very serious embarrassment whicdi is fell, by Ihe 
Qovemmont and the p(X)ple of India, in conscHjueiK'e ol‘ 
the depreciation of silver which has already takem place. 
A considerable portion of the inconveniem^o that will bo 
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^ Tho large iDroportion of gold contained in the silver ore in these 
Nevada mine.s may exercise a very important influence in determining 
the future value of silver. It has been staled that hi one of these rnines, 
on the Comstock lode, 17,000,000 dollars worth of gold and silver were 
in one year (1875) raisiid at a cost of about 5,000,000 dollars, and con- 
sequently the mine yielded a profit in that year of 12,000,000 dollars. 
Assuming tliat 45 per cent, in value of the entire quantity of metal 
produced was gold, it would appear that rather more than 8,000,000 
dollars worth of gold was produced in this mine in one year. If, there- 
fore, it is remc‘mbered that the entire cost of working the mine was 
stated to be 5,000,000 dollars, it is evident that the gold contained in the 
ore would yield a very largo profit on the outlay. It would, therefore, 
seem that these mines would be highly remunerative even if silver were 
reduced in value to a ftiere nominal amount. The mine would in fact 
have realised a profit of 100 per cent., if the 9,000,000 dollars worth of 
silver had only been sold for 2,000,000 dollars, or, in other words, if 
silver realised little more than 1«. an ounce. Most interesting informa- 
tion on the supply of silver and its probable effect on the supply of gold 
is to be found in the evidence given before the Belect Committee of the 
House of Commons on the Depreciation of Silver which sat in 1870. 
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caused to India by a fall in the value of silver naight, as v 
shall hereafter explain, have been averted ; and althoug 
a change in the value of the substance choseii as mone 
must produce great inconveiiitiiice, yet the amount of th: 
inconvenience may be diminished if j)roper ])reeautions ai 
taken, and if people as far as possible avoid entering int 
arrangements on the supposition that the value of th 
precious metals will always remain stationary. 

We have now considi^ed th(? influence that has beer 
and is yet likely to lx;, exerted on prices by the gol 
discoveries; we will now ])roce(;d to describe the effect 
which these discoveries have produced upon the countric 
in which they have been made. Wi; will, for the sake c 
conveni(;nce, chiefly confine our attention to a descriptio: 
of the economic progress of Australia; for at tin; tiriu; c 
the gold discoveru;s, the commercial condition of Australis 
so much resembled that of California, that the; remark 
made; with regard to the one country, will equally apply t< 
the other. 

It has been previously stated, that of the three requisitei 
of production — viz. land, labour, and capital — a yoinif 
colony such as Australia possesses the first in an enunen 
degree ; for long previous to the gold dis(*overies, the grea 
natural resources of Australia we;re known, but it was irn- 
possible, in consequence of a deficiency in the supply o: 
labour, to ma‘ke these resources adetjuatcly productive 
Her pastures, for instance, grazed enormous flocks of sheep 
the population of the colony was, however, so small that 
these sheep were almost worthless except for their wool 
An abundance of fertile land could be purchased at almost 
a nominal price ; but previous to 1848, comparatively very 
few emigrants went to Australia ; consequently two of the 
requisites of production — namedy, capital and labour — were 
wanting, and the progress of the colony was extremely 
slow. But directly it became known that rich deposits of 
gold had been discovered, thousands of emigrants were 
immediately attracted to Australia. This additional sup- 
ply of labour exerted no immediate effect upon the deve- 
lopment of the other resources of the country ; in fact, her 
general industry was, in the first instance, seriously inter- 
fered with, for a great proportion of the labourers of the 
colony were attracted to the gold fields. Shepherds left 
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iheir Houks, and almost every (tlass of the comm unity for 
li time relinquished their ordinary avocations. The whole 
economy, of the nation was (juickly thrown into a state of 
confusion; it was, however, soon discovered, that the average 
profits realised in the gold-fields were not greater than 
tjie profits which could be obtained from many other em- 
ployments. A considerable amount of labour was, therefore, 
rapidly withdrawn from th(‘. gold-diggings, and returned 
to agriculture and other industrial pursuiis. There was, 
moreover, a largti population at the gold fields, whosci 
wants had to be supplied. This new demand so increased 
the wealth of the colony, that m(‘at which btdbnj could 
only be s<jld at a iiominal price, soon rt‘alis(‘d i\d. and 4r/. 
a pound in the Melbourne market. Wealth was rapidly 
made, and a large amount of caj)ilal was sav(‘d. TIu' high 
rate of profit which prevailed in th(‘ country attracted 
capital from Knglaud; Australia in t.his way suddmily ob- 
laiiied the two remaining requisitcis of prodiu‘tion — namely 
ca])itai and labour -and she couse(jueutly advaiujod in 
commercial prosperity with wonderful rapidity. 

It, therefore, appears that the gold discoveries e.\erted a 
suecial iriHuence in promoting the. industrial jnogress of 
Australia. We hav(^ how(!ver, beem anxious to ex|>lain, 
that the benefit thus conferred is not dm^ to tlu‘ realisa- 
tion of an exceptionally high rate of profit in gold-digging. 
No doubt some of the Australian gold-(ligg(‘ifs made great 
gains; but, when the average ('arnings are estimated, it is 
found that gold-digging is not more remunerative^ t-haii 
other branches of industry. For instance when agri- 
cultural wages weie 40.9. or oOa*. a w(M.‘k in Australia, it 
was calculated that the; average ('arniugs f>f those (;ngaged 
in many of the gold-fields did not exceed a week. Hut 
the discovery of gold confers a special benefit upon a 
colony; because no other circumstance exerts so powerful 
^an influence in attracting emigrants; the reason of this is 
very obvious. 

I In the first place it may be remarked, that in a hazard- 
' ous speculation auclf as gold-digging, the instan(;es ot great 
. success are brought into far greater prominence than the 
cases of failure. The same feelings which induce people 
eagerly to enter a lottery, attract them to an employment 
which offers chances of groat gain. It must also be 
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borne in mind, that gold-digging is not impeded 
those obstacles which, in a young colony, retard the j 
gross of almost every other kind oT industry. Lj 
cannot, for instance, be profitably cultivated in a yoi 
colony, until roads have been made, and until there i 
town population in the colony itself to purchase the j 
(luce. Manufacturing industry cannot be carried on v 
success, because labour is so dear. Moreover, all mii: 
operations except gold-digging rc(|uire a great expendit 
of labour and ca])ital. Expensive machinery has tc 
constructed, and the produce raised is bulky, and there 
the cost of conveying it to market is extremely gr 
Australia is, no doubt, v(uy rich in other minerals bes 
gold; many of luT copper mines are far more produc 
than those which have yielded large profits in Curnv 
but one single fact will show the difiiculty of working 
Australian mine with advantage. Tht‘ price chargee: 
bringing the ore from an Australian mine called 
North Rhine Copper Mine, to port, was o/. a ton, whe- 
the average price which the smelters pay for En/ 
copper ore does not exceed this amount. 

When gold was first discovered in Australia, it 
chiefly f(.)\ind in alluvial deposits near the surface, C( 
quently the gold digger recpiired little ca])ital exce 
few simple tools, and sufficient money to pay his pa.^ 
out ; and therefore, in embarking in this industry 
risked little more than a certain amount of time and la 
It, therefore,, need not be a matter of surprise that the 
discoveries immediately attracted thousands of emig 
to Australia ; the labour which she re(iuired was 
supplied, and her future progress was consequent!; 
sured. 



CHAPTER XVI/ 

THE DEPREIMATION IN THE VAJuUE OE SILVER. 

doprecialion in the value ofsilviir vvliieh has already 
occurred is likely to produce consecpienees of so much 
practical importance, that it is d(\siiahl(‘ (<; (h’votc.^ a, 
sep;irate cha])ter to tlu' subject. The depreciation has 
be en so rapid that, as pn'.viously r(*mark(‘d, silvtjr within 
a f(‘\v years has fallen nearly JlO p<‘r eeiif. in valu(‘, when 
com]>ared with gc»ld ; the deprix'iatioii was so sudden that 
in SIX months, between January and July 1<S7('>, silvcu’ fell 
from o(kZ. to 48rf. an ounce. [The* presimt ])rie.<' of silviu’ 
(June, 1888) is about 42d. an ounce. | AfttT what has 
been said in reference to th(‘ absor}>tion i»t the increased 
supplies of gold, the (piestion is at onc(‘ sugg(‘sted Ilow' 
did it happen that an incr(‘jise of 800 jmu’ cent. i)i the 
annual production of gold, ]m>duccd comparatively so little 
eliect on its value ; wln.Teiis aii increase i]i tlu' animal yield 
of silver has been accompanied by so great and rapid a 
depreciation as that whicli has just been des(*ribed ? 

It was shown in the last chapter that con Lem poran eon sly 
with the increase in tlie sup})ly of gold, various circum- 
stances came into operation to augment the demand for 
gold. Amongst the prominent causes which increased 
th(i demand for gold, it may be sufiicient here to enume- 
rate — 

1st. The rapid development of commerce. 

2ridly. The considerable displacement of silver by 
gold in the currencitis of many countries. 

^ Many of the facts on which the conclusions of this chapter arc 
based are taken from tlie Report of the Select Committee appointed in 
1876, to inquire into the causes of the depreciation of silver, and from 
the evidence taken by that Committee. 
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3rdly. A large export of silver to the East betwee; 
1860 and 1870, causing a new field for the employmeni> 
of gold in those countries from which this silver was with- 
drawn. 

These and other circumstances are sufficient to show 
how greatly the demand for gold has increased, since its 
supply was augnumted by the discoveries in Australia and 
California. What, however, has happened with regard 
to silv('r, affords a most striking contrast to that which 
occurred in reference to gold. I’he great addition in the 
supply of silver has taken place sinct^ 1870. Previous to 
that tinu‘ there had been for twenty years no marked 
increase in th(' annual production of silver. 

From l(So2 to 1862 the annual production is estimated 
to liav(^ rang<Ml between 8,000,000^. and 9,000,000/. 

From 1862 to 1867 it varied from 9,000,000/. to 
10,800,000/. 

From 1868 to 1870 the production was somewhat lower. 

Aft(;r this date the production rapidly sprang up ; in 
1 875 it feacdied 1 5,000,000/.; and in 1884 it was 23,000,000/. 
It therefoni appears that nearly throe times as mucli silver 
was produced in 1884 as was annually ])roduced on the 
average between the years 1852 and 1862. This great 
production of silver in the United States is an almost 
entirely new source of supply ; for about 20 years ago her 
annual yield of silver was only 25,000/., and within sixteen 
years tlui prodiictioii increased from 2,325,000/. in 1869, 
to more than 10,000,000/. in 1885. Great as is this increase 
in the production of silver, it is not, as already shown in 
the last chapt(!r, greater than was the addition made to 
the annual supply of gold by the discoveries in Australia 
and California. But, whereas those discoveries were ac- 
companied by an important increase in the demand for 
gold, it can be shown that this large increase in the supply 
of silver has taken plac(‘ at the very time when there has 
been a most important falling-off in the demand in those 
countries which had previously absorbed the greatest 
(piantity of silver. We will proceed to explain the chief 
causes which have produced this diminution in the de- 
mand for silver. It was necessary to allude to some of 
these causes in the last chapter, in order to show the 
influence which they had exerted on the demand for gold. 
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It will, however, be desirable to consider the subject here | 
in greater detail. 

The demonetisation of silver in Germany has exerted 
a considerable influcaice in lowering the value* of silver, 
for it caused the German Government to beconK* a seller, 
instead of a buyer, of silver. It has b(vn cat ulMicd that 
the amount of silver in circulation in Germany in Decem- 
ber, 1871, before the demom^tisation began, was (iO, 000, 000/. 
A considerable amount of silver would bt* annually nMjuiri'd 
to maintain so large an amount of coinagt*. Although 
various estimates have been given of the amount of the 
subsidiary silver coinage which G(‘rmany still re({nires now 
that the demonetisation of silver has hetai (unn|)letnd, yc?t 
it may be safely assumed thnt the amount will not bi^ 
more than half that which wns previously in circulation. 
Germany sold a (juantity of her surplus silvc‘r, and th(; 
eflf(‘(it of these sales upon tlu^ value* of silver has been 
greatly increaseul from tlu^ fact that tliey took place con- 
temporaneously with (he large augmentation in the* supply 
of silv(.T from the mines in the UniteHl State's. 

A policy similar to that which has be(*n pursued in 
Germany has beem e;arried out- in the Scandinavian king- 
de)ms. A gold curreney has gradually taki'U thi* ])lac.<‘ of 
the silver currency. The consevpience of I his has be'eaj, 
TK)t merely to throw a e;ertain amount of silver (estima,t(*.el 
at 2,000,000/.) into the market, but to diminish th(', demand 
which these countries have hitherto liael for silve'r. 
Austria has also been contracting the amount of her silver 
currency, replacing it in part by gold; as a result of this 
she has been able to dispose of 4,000,000/. of silver between 
the years 1872 — 75. As long ago as 1865 Italy, France, 
Belgium, Switzerland and Greecie, formed a monetary 
combination, which is known as the Latin Monetary 
Union; the action of this Union and that of Holland has 
been to limit as far as possible the coinage of silver. Al- 
though France is a member of the Union, for a few years 
after the conclusion of the war she adopted such vigorous 
measures to replenish her stock of silver, that between 1872 
and 1876 she coined on an average) more than 8,000,000/, of 
silver each year ; this however was only a temporary de- 
mand, for during the next four years her coinage of silver 
;eveT«,fred about 200.000/. a year. In Engfland no 
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change has been introduced into our currency, and cons^ 
quently no important alteration in the demand for silv^ 
has taken place. The amount of silver annually required 
for arts and manufactures, is comparatively speaking so 
small, and fluctuates so little from year to year, that it 
exercises little influence on the value of silver \ The nv 
sumption of specie payments which took place in Italy in 
1883 incr(‘ased her demand for silver, and a similar cause 
may also increase the demand of other European coni' 
trices, such as Russia, should they also abandon their p- 
convertiblo pap(‘r (currency. It seems, however, cert/in 
that what('ver influence may thus be exerted in increasi^:^ 
the demand for silver, it must be small compared with the 
effect produced by the demonetisation of silver ; conse- 
qucntl}^ with regard to Europe, the demand for silver in 
more likely to diminish than to increase. 

In the ITnited States, where th(^ great increase in the 
])roduction of silver has taken place, the withdrawal of the 
small paper money n(‘cessitat(\s tln^ use of a considerable 
quantity of silver coinage to replace it. It is difficult 
accurately to (jstimate how much silver may ho. absorbed 
for this purpose; but after a very careful investigation of 
this question by the committee which was appointed to 
(consider the causiss which produced the depreciation of tfui 
value of silver, it was concluded that the amount requin^d 
by the United »States would be probably about equal to 
the quantity of silver which has been set free by the 
demonetisation of silver in Germany. There is likely to 
be no increased demand for silver in other parts of America, 
and it would therefore appear, assuming that the amount 
of silver which Germany had to spare was sufficient to 
meet the additional demand for silver in the? Unites 1 
States, that it is impossible to discover either in Europe or 
America any indication that the large increase in th(‘ 

^ Tfie amount of silver-plate manufactured in England, and retaiiK'd 
for home use, was of the value of 

181,250Jf. in 1852, 

182,500Z. in 1874, ' 

191,500/. in 1875. 

In the year ending 28th May, 1883, the amount was about 200,000j^ 
[The total weight of silver plate hall-marked at (Goldsmiths* Hall, in- 
cluding that afterwards exported, was in the year ending 28th May, 1888, 
755,043 ounces.] 
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. of silver is likely to be ini*t by a corres])onding i m. 

’increase in the demand, It would, therefore, seem that two j , ch. xvi. 
powerful sets of circumstance's havt^ acted simultaneously j The in- 
to depreciate the value of silver: 1st, ;in ii»r*]'(.‘ase in [Jk* ' • 
supply, and 2ndly, a fiilling-otf in tlu'. (hanand. ^jtiheTis 

One of the chief causes which has productHl thi^ de[)re- iakhuj 
ciation in the vahu*. of silver is the* ral'ih^-(.lf in i he demand 
for silver in India, during recent yi'ars. India fonnej'ly Iruii 
absorbed far more silviir than any otlmr eounliy. During a (ficat </<?- 
the eight years previous to 1807 the anmial im})ort of j 
silver into India in (.‘xcess of l,h(‘ export was 15, ()()(), 000/. 

[In the ten years (‘iiding 1(S<S0~I, rhe uci- import, of silv<‘r TA/s di- 
into India, reckoned in tens of )‘up(*es, was aJ)out Hve 
millions; in the seven years ending l8tS7 8 the* a.verag(^ ! 
was 7,700,000. WIk'U tlie rup(‘(' really (*xclianged at tlu^ [very mark- 
rate of ten to a sovereign, it would havi* Ixhui corn*ct to 
state this amount as 7,700,000/.; but tlu' vahn' of the j 
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ru]>ee having declinc'd to fifteen to a sovereign, the vahie ! 
i)i gold of the md import of silvea* during the last seven 
years, is reduced to little mon^ than 5,000,000/. | 

It would, therefore, a])} )ear from these figun*s that India, India 
some years since, absorb(‘d far more silver than the amount \ 
annually produced, and eonse<|uently her (hmiand for silver i ,}iore silver 
was partly mot by drawing upon the silver eurr<-iicies of than was 
Fraiu^e and other (X)untri(‘s which had a silver standard. • 

Now, however, the sujiply of silvcir is so niueh inereas('.d, and ; 

the demand of India is so much diminisin'd, tha,t, assum- takes only 


ing the animal production of silver to be 20,000,000/., she 
only takes about one-fourth of this amount. The strik- 
ing diminution in tln^ demand for silvc^r in tin* country 
which recently was by far the largest purchaser of silver, 
must evidently produce* so marked an inliuence on its 
value, that it becomes of the first importance to con.sider 
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to what circumstance this falling-off in the demand is due, 
with the view of ascertaining whether it is likely to bo 
permanent. 

The causes which have produced the fiilling-off in tin* | Kxamim- 
export of silver to tndia wore ciirofvilly investiguted by the i 
Select Committee on the 1 lepreciation of Silver, and the ,chich 
^following conclusions were arrived at : — have pro- 

“1st. That the total remittances actually mi^e to 
■ndia in Government bills and treasure together in the thede- 


I 
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on. XVI, ^ slight scale. 

maud for '' 2iid. That except for other causes, and t^xcluding the 

Hilver in c'xtraordiiiary years of the cotton famine, there is no evi- 
India. ^ (lenee to show that tlu^ demand for silver would have 
materially fallen. 

“8rd. But that tlie supply of a different form of re- 
mittances, namely, G(»vernmeut bills, has superseded to a 
gn^at ext;ent the necessity of remitting bullion. 

“ 4th. That the effect of this cause has to be measured in 
veay large figure's, as the ye^arly amount payable by India 
for tli(‘ disbiirsememts of the Home Govc-rnment has risen 
since the Indian mutiny from 5,000,000/. to 15,000,000/., 
a difference of which the magnitude will be appreciated 
wh(‘n it is nanonibered that it is considerably more than 
half of thi‘ total amount of silver annually ]>roduced. 

“ 5th. That the full effect of this substit ution 1 as only 
been re(iently felt, as that effect was retarded by con- 
struction of the Indian railways, which involvecidvrj ex- 
penditure in India of money raised in England, di.mter- 
balancing therefore an ecjual amount of c^x])en(ibsire in 
England of money raised in India. at 

“ fith, . That the amount of tin' disbursements which has 
just been stated ap]>ears to represent the present normal 
expenditure of the Home Government, and that therefore, 
unless by some.; marked change of j)oliey, no diminution 
of that amount can be looked for.” Report, p. xxxvi. 

It would therefore a])])ear that although the exports 
from India exceed in value her imports by an amount 
averaging 1 9,000,000/. a year, yet only a small portion of 
this balance, amounting on the average of the last ten 
years to between 4,000,000/. and 5,000,000/., has to be 
licpiidated by a transmission of silver to India, because 
India is in her turn indebted to England to an average 
extent of 1 0,000,000/. annually for payments which 
The in- her Government has to make in England. The amount 
ofirniiato •‘^P^cie which India has annually to receive to adjust 
England balance of trade is also diminished by the increasing 

hm rapid- proportion of the income of Indian officers, officials and 
ly^increan- other English residents in India, which is transmitted 
to, or spent in, England. In consequence of the greater 
facilities for travelling, English residents in India visit 
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t^glaiid much more frequently than formerly; their wives 
and families are also often resident in England ; in fact, 
India is not now looked upon as a liome by Englishiueu, 
but is regarded simply as a plae<- to reside ‘ in for a f(‘vv 
years with the object of saving as much money as possible 
to be investeil and spent in England. It has also Ix'on 
ascertained that a much smaller amount of t]i(‘ Indian 
debt is now held in India than formerly. Thv nativi's of 
India show a growing disinclination to invest in Gov(‘rn- 
ment securities; before the East India C^>nq)auy was 
abolished, a syst(im [>revailc‘d of what wore c.allt;d ‘ optai 
loans:’ money could be brought at any time to tbe* (Jovern- 
nieiit trciasury and deposited at a fixed )-at(‘ of intiu’est,. 
Although there may be a disadvantag«- in a Govm’imuad. 
borrowing money wlnai it is liot a(*.tnall} recpiired, yet 
these G)ptin loans’ sc'onuid w<‘.ll adapUal to the circum- 
stances of thii countrv ; and tiny uudon])tedly indmuxl the 
natives to (uitrust their money much more* rmdily l.o the 
Government than they do at i\\v. pioseni time. ’Fln'se 
‘ opcui loans’ loinuid a soi*t of savings-bank, and w(T<.‘ 
advantag(M)us both from a financial and poliiical ]>oint of 
view : if they had been c.ontinued the' amount of jnoney 
which now has anntially to l)e. reunitted lo tin* Home 
Gov(*rnm(;nt vva)uld be much less than it is; it is, moreovea*, 
of grt*at imj)ortance to encourage such inv(*stm(‘nt on tlu^ 
part of the natives, because they an*, thus made to feel 
a direct ])ecuiiiary interest in the stability of the British 
Government in India. 

It has now been cleai*ly shown that th(* increase in t he 
Indian Home charges has been the cause wliitjh has pro- 
duced the greatest infliuiuce in diminishing the im])ort of 
silver into India. At tin* ]:)r(*stint time then* seems to b(? 
little probability that these Home charges will diminish ; 
but, on the contrary, many imises are in ()p(.*ratiou which 
are likely to make them increase. The Indian Govern- 
ment is constantly borrowing uioimy in England for rail- 
ways, irrigation schemes, and other public works in India. 
As this money is^bornjwed in England, t he interest will 
have to be remitted from India, and will, consecpiently, 
represent a permanent addition to the Home charges. 
Loans are also from time to time raised to meet sonu^ 
exceptional charge, such for instance as the expenditure 
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on the late farnines in Bengal and Madras; it also noiii^ 
unfrequently happens that the ordinary expemditure in 
India exceeds her ordinary revenue, and the deficit has 
to be made good by borrowing money in England. We, 
therefore, arrive at the conclusion, that the circumstances 
which have in rt‘cent years produced such a marked falling- 
off ill the export of silver to India, are likely for some time 
to come to (^xert at least as much, and probably more, 
infliuiuce in the future. 

It is, however, of groat importance to explain that if 
the (kqirociation in silver continues, an economic agency 
must b(^ Imnight into operation, which will exercise a very 
d(‘(*ided influence upon the transmission of silver to India. 

It will be observed that in the course of these remarks 
the depreciation in silver has been estimated by consider- 
ing what has been th(‘ d(*cline in its value when compared 
with gold ; we have not measured its dei)reciatioii by con- 
sidering whether there has bi‘en a deijline in its purchasing 
power, or whether there has been a general rise in prices 
in *thos(i countries, su(;h as India, which have a silver 
standard. It is essential to bear carefully in mind the 
two different points of view from which the depreciation 
in the value of siver may be considered. If a depreciation 
in the value of silver is estimated by a decline in its pur- 
chasing power, or by a rise in general prices in those 
countries which have a silver standard, it is evident that 
there may be a great (bjpreciatioii in silver without any 
chang(i whatever in its value when compared with gold, or 
in its price estimated in gold. Thus, suppose there should 
be simultaneously a great increase in the. supply of gold 
and silver, and that this increase should be much greater 
than any increase in the demand for these metals: gold 
and silver, would as a conse(pience both decline in value, 
and this decline in value would be shown by a general 
rise in prices in all countries, whether they had a gold or 
a silver standard. If, however, the supply of gold was 
increased proportionately much more than that of silver, 
gold might be depreciated much more than silver. . There 
would, consequently, be a greater rise in prices in those 
countries which had a gold standard than in those which 
had a silver standard ; the rise might be 50 per cent, in 
the former instance, and 20 per cent, in the latter; and, 
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ttjjjfcrefore, although silver estimated by its general pur- .book hi. 

^ chasing power would be depreciated to this extent, yet its 
value when compared with gold would have increased, and 
its price estimated in gold would have risi'n. As a vcTiti- 
cation of the conclusion at which w(i have just arrived, it 
can be shown that, although there was a great depreciation 
in the value of Vmtli gold and siher aflri* the tliscovery 
of America, y(^t gold was more (h'prc'ciatcHl than silver, 
and, consequently, the depreciation of silver, or the decline 
in its purchasing power, was accotnpanicHl by an inen^ase 
in its value as compared with gold, as was shown l)y a rise 
in its price when estimated in gold. Dr Soetbeer, who Relatirr 
has made the most elaborab^ investigation into the nda- 1 
tive values of gold and silver at different histori(.‘al j^eriods, 
has shown that gold was, diiriiig the middle ages, about different 
ll) times more valuable than tin* sann^ wt'iglit of silver. 

If, tluTefore, it is assunud that tlu‘r<* are four sovt*reigns 
in an ounce of gold, the price of silv(T would at that time 
hav(‘, been 5.9. an ounce. After the discovery of America, 
it is shown by the same authority that gold was only 101 
tiiues more valuable than silver, and cons(‘(|uently the , 
price of silver would then be about 7.9. Ih/. an ounci*. I 
Consequently a great depr(*ciation in tht* valu(^ or genca’al | 
purchasing power of gold and silver was accom])ani(Kl by ' 
a rise oi' more than 50 per cent, in the price* of silver. 

Dr Soetbeer remarks that after this poriod theu’o was 
little change in the relative value of gold and silver until I 
the beginning of the l7th century. After that time gold | 
began to rise again in value, and by the end of tin*. 17th [ 
century the proportion had become I to 15. There was [ 
very little variation from this figure in the comparative j 
value of gold and silver until quite recently; for silver ; 
never exchanged fijr gold in a less proportion than 1 H to j 
1, and never in a higher proportion than 15 t;o 1. The ; 
recent fall in the price of silver to 42d an ouiic<e shows that j 

. silver at tbe present time exchanges for gold in the proper- i 
tion of about 22 to 1. | 

It has thus been shown that a great fall in the price of | 
silver, or a great change in its value when compared with 
gold, need not necessarily be accompanied by a deprecia- 
tion in its value estimated by a decline in its p\irchasing 
power, and it therefore becomes of great importance to in- | 
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(juire whether the fall in the price of silver to 42rf. an ound^j 
has produced a decline in the purchasing power of silver 
in India, where silver is used as the gciiieral standard of 
value. On this point there seems to be conclusive evidence 
that up to the present time no such decline in the pur- 
chasing power of silver has taken place in India. If such 
a decline had occurred general prices in that country must 
have advanced, whereas then? seems to be no doubt that 
during the last few years, when silver has been falling in 
price, general prices have not advanced in India. This fact, 
which may at first sight seem difficult to account for, 
admits, we think, of an easy explanation. Allusion has 
already been made to the great amount of silver which 
was imp(.)rted into India from the time of the mutiny 
until about 1870, and special attention has also been 
directed to the remarkable diminution in this import of 
silver wliich has tak(m place since 1870. It was conclu- 
sively established, by the evidence which was given before 
the Select Committee on Indian Finance which sat in 
1871-2-8, that the importation of this great quantity of 
silver into India had produced a very marked depreciation 
in its value, which was shown by a general rise in prices. 
Th(} ris(; was estimated by many competent authorities 
to be as much as 80 or 40 percent. It was also established 
that this rise in prices was chcicked so soon as the import 
of silver began to diminish ; and it is only natural to find 
that as during the seven years ending 1887-8, the net 
import of silver has only averaged a little over 5,000,000t, 
the rise in prices which occurred when 15,000,000/. of silver 
were annually imported has not been maintained, but has 
been succeeded by a slight fall in prices \ 

We have now, however, to consider what is likely to be 
the future effect on prices in India, if the value of silver 
compared with gold continues to be as much depreciated 
as it is at the present time. Assuming that no effect has 
yet been produced in raising prices in India, by this fall 
in the value of silver when compared with gold, it can be 
easily shown that, as long as this state of things continues, 

^ [The opinion hore expressed that, on the whole, the fall in the 
value of silver has not been accompanied by any rise in prices in India, 
but that, on the contrary, prices have tended slightly to decline there, is 
confirmed by evidence taken before the Gold and Silver Commission, 
1888 .] 
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t^*Vill bc‘.com(3, with each fall in tho price of silver, more 
'advantageoua for traders of other countries to purcihase 
produce in India, and will beconie h'ss advantag(;ous for 
the Indian people to purchase the products of other coun- 
tries. This can be readily proved by a simple example : — 
KSuppose 6 lbs. of cotton can be purchascul in India for a 
rupee. Before the fall in price of silvt r, it uiay be con- 
sidered that a sovereign was W(»rth ten rnpe^es, eonse- 
(piently (iOlbs. of cotton could be [ain'.hased for a sove- 
reigji. Now if silver falls (o an onn(;e, a sovereign 
will exchange for about 15 rupc'es; and, (;ons('(]uently, on 
the supposition that there has Ixuni no change of prices in 
India, a sovereign will pnrcliase DO Uks. instead of GO lbs. of 
cotton. It would, therefore, Ix'come much more })rofitable 
for English traders to p\irchas(' Indian cotton, and cons(v 
(juently more would b(‘ purchased. In a similar way, it can 
be shown that tlu'.re will be less indiKH'iiumt for the Indian 
p(K)ple to purchase (iommodities from otluT (M)untries. 
Thus, suppos(‘ thaf a, bah* of Ma.nch<‘stcr goods was worth 
5 /., and that tlnu’e is no eJiange in g(5nera,l pric(‘s in Eng- 
land. Before the fall in tlu^ price of silviT 50 riip(‘.os 
would be nupiired to purehaso this bah', of goods, but now 
not 50 but 75 rupee's are' e{juivalent in va.hn' to 5 /., and 
consequently India will have to pay fon'ign (‘oimtrh's 75 
rupees for that which slu' was able, formerly to obtain for 
50 rupees. This must evidently causi' Iut imports to 
decline, and as it has bec'.n sliown that her ('xports will 
increase, there will be a greater balanci' diu'. to her, which 
will have to be liipiidated by the tnvisinission of an in- 
creased amount of s])('(ae. If, tlieri'fon', the fall in th(^ 
price of silvei* continues, a portion of the additional (juaii- 
tity of silver which is annually produced will inevitably 
hud its way to India; and if this import of silver into 
India cojitinues, prices there' will advance until it ceases 
to be exceptionally profitable to purchase goods from 
India, and exceptionally unprofitable for India to purchase 
goods from foreign countries. In this way an inHmaice 
will be brought iiito operation which will ultimately cause 
the decline in the price of silvcjr, or the fall in its value 
compared with gold, to be accompanied by a corresponding 
depreciation in its purchasing power, or, in other words, 
by a corresponding rise in prices in India, and in other 
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countries which still retain silver as a standard of value. 
It is obvious that as long as prices in England and India* 
arc such as to make it exceptionally .profitable to purchase 
goods in India, and exceptionally unprofitable for the 
people of India to purchase goods in other countries, an 
influence is brought into operation to stimulate the export 
of silver to India. This increased demand for silver will 
of course tend to check the fall in its price. There, has 
not yet been sufficient time to estimate to what extent or 
with what rapidity this circumstance will exercise an in- 
fluence on the price of silver. [About 1888 therci was 
a slight recovery in the price of silver, which then stood 
for a short time at 5yd an ounce. It is probable that this 
ris(' was due to the circumstance to which reference has 
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just been made. The recovery was, homwer, only very tem- 
porary, and the price now ruling, is about 42d. an 

ounce.] % 

It is impossible to say how long sfi period ’will elapse 
before the process of readjustment i8*;compIeted: a con- 
siderable interval will undoubtedly occur; and as it seems 
that the adjustment has scarcely yet commenced, it be- 
comes important., to inquire in the first place: What is 
the present eiSB^et on India of the fall in the price of 
silver? Ambseucondly: What will be the eftect on India 
when this fall has produced a corresponding rise in prices 
in India ? 

The financial relations between India and England are 
so exceptional, that it appears certain that, for some time 
to come, the fall in the price of silver is likely to produce 
the maximum amount of mis chief and inconvenience to 
India. By far the most impCp^ . source of revenue in 
India is that which is derived The land ; the Govern- 
ment may be regarded as the^ ^neral landowner, the 
cultivator paying rent in the forin^Cf land-tax. Through- 
out a considerable portion of the most fertile part of 
India, what is known as the Permanent Settlement pre- 
vails; and where this is the case the Government has 
agreed to let the land for ever at a fired annual charge 
estimated in silver. The amount of land revenue yielded 
by the districts thus permanently settled is about 
5,000,000/. a year, and, consequently, as this amount is 
paid in silver, its value becomes depreciated in exact pro- 
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to India, so long as tln^ general ])nr(*i‘^^i% 
in India i-emained unaltered; but, as 
India is in the unfortunat(‘ positioii^ that 
portion of her revenue, now amounting to (X. v. 
spent in England. What India has to (‘xptaid in E. 
is ehieHy paid in gold. Thus the iiit(Test on her \ 
which amounts ' learly 7, ()()(), 000/. annually, is a fix 
(•barge payable in gold: consequently, as silvcu* become. 
depre(uat(.‘d when compared with gold, Indifi will r(;(|uir^, 
an increasing amount of silver to obtain tliis gold : she 
therefore is at the pnxsent moment in this [>osition, that so 
far as a large portion of her nwxuiiie is conct Tiled, she 
obtains a fixed (piantity of silvm*; this silver has to dis- 
charge certain payments which have, lo be naide in gold; 
cons(UjUently, as silv(T becoiiu'S depree.ia.ted in value when 
com])ared with gold, more and more siiv(‘r is needed to 
make these payments. Idierofore, so far as jiayments to 
England arij conc(UTi(Ml, the revenue of India is constantly 
declining and her expenditure constantly increasing. The 
fall in the price of silver is thus likely to cause the most 
serious inconvenience embarrassment b.) tlu^ (Govern- 
ment of India. It .so inflict a very real loss upon 
many private individi us; everyom^ in India who is in 
receipt of a fixed income of so many rupees, finds that all 
that portion of his income which he spends in England is 
depreciated in exact proportion to the fall in the priiie of 
silver. Suppose, for example, that a Civil Sm-vaut is in 
receipt of a salary of 50,000 rupees per annum, that he 
has been in the habit of spending 20,000 rupees in India, 
and transmitting to England 80,000 rupees for the educa- 
tion of his children, for the support of his wife and family, 
and for investment. These 80,000 rupees when silver was 
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at (iOrf. an ounce were worth silver fell to 45rf. 

an ounce they were worth no in^j.^, 2250i.. and thus 

he had to bear just as great a .^g income-tax of 
25 per cent., or 55. in the pound. been imposed upon all 
that portion ot his income whijj^ jg transmitted to England, 
It, therefore, appears that tm depreciation in silver is not 
only severely felt by the Government, but also inflicts 
great loss upon many X^rivfj^^, individuals. 

It now remains to what is likely to be the 

eftbet on India of ^/ipreciation in the value of silver 
when that deprecia,\oii has j^roduced a general rise of 
prices in India ^f^iere is too much reason to fear that, 
as the depp^ation in the value of silver gradually brings 
rise of prices in India, the disadvantage and 
inconvenience which is now being caused to the. (jovern- 
ment will rather increase than lessen. A considerable 
part of the most important source of revenue in India is, 
as previously stated, tix(‘.d in jiecuniary amount, either 
permanently or for a considerable ])criod of years. As, 
therefore, a large part of the land revenue virtually repre- 
sents a fixed quantity of silver, this revenue will become 
less valuable and loss caj)able of }>erforming the geiKjral 
purposes of the Government in exact proportion as the 
general purchasing xiower of vsilver declines. If, for in-, 
stance, there i.s a depreciation in the value of silver in 
India, or a rise in general prices, of 20 })er cent., the j)ay 
of the army, the salaries of civil servants, and of all jier- 
sons employed by the Government, must be increased 
20 per cent., and conseipiently almost every itcjin of ex- 
penditure will be increased, whilst a considerable part of 
the most productive source of revenue will remain sta- 
tionary. N 

The strain which will, in this way, be put upon the 
finances of India is so great, that since the present def)re- 
ciation in the value of silver took place various remedial 
measures have from time to time been suggested. Thus 
it has been proposed to introduce a gold currency into 
India, and to make gold the standard of value instead of 
silver. It appears, however, that the adoption of such a 
proposal would bring no relief to India, but would, on the 
contrary, aggravate the difficulties of lier present position. 
A gold currency is entirely unsuited to such a country as 



513 


The Depreciation in the Value of Silver. 

India, where the great mass of the people are so poor and 
their purchases are of such small amount, that they are 
carried on almost entirely hy moans ot‘ pice and (imifis, the 
sinall copper coins of the country. The C<ititroll(?r of the 
Finances stated, in his evidence before thii Select Coin- 
inittee on Indian Financt*, that great numbers of the poor 
people in Bengal never had so much as a sinall silver coin 
in their possession. But evtui if a gold currency were not) 
so entirely unsuited to India as it is, tln‘ difliculties of 
changing a currency in siufh a country would bo most 
formidable. The peoph*. themselves, who dislike^ innova- 
tions upon their habits and tiaditions with an intensity 
which Europeans (^an scarcely understand, \Y<.>uld strongly 
resent such a change, and liowever well-intentioned ‘ it 
imight be, tln^y would be sure to conclude that the (loyiTu- 
ipent was prom])ted by some sinister motiv<‘ to introduce 
Nothing would lx* nunx* ealeulat(‘d to sprearl a fc'eling 
|iF insecurity and discontent throughout iln^ (country. But 
pvmi if there \^ere not. tln^se obstach's in t,he way, it is 
Ifelore than doubtful whether the adoption of a gold eur- 
rency would av(‘rt the inconvenienee ami loss produc'ed by 
a fall in the price of silver. It has been already stated 
that the German (Government have pui’ehased 7(),0()(),0()0/. 
of gold in order to titfect the change in their currency, but. 
if it has been necessary for (Germany to purchase this large 
quantity of gold, a far greater amount would have to \n} 
purchased by India, if silver were demonetised in that 
Country. The purchase (d' a great amount of gold, and the 
sale of the large (piantity of silver which would be dis- 
plac(Hl by this gold, would exercise a more powerful in- 
fluence than is probably exerted by any circumstance now 
in operation, to depreciate the value i>f silver compared | 
with gold. A change in tlio currency of a great and | 
populous country, such as India, could not be suddenly 
carried out : many years would be required for its com- 
pletion, and during the whole of this time, as silver was 
gradually withdrawn from circulation, India would find 
herself in this unfoHunate position, that the silver which 
she had to sell was constantly falling in price, and that 
phe had consequently to give more and more silver for 
the gold she required. 

It has, however, been suggested that, with a view of 
F. M. • K K 
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obviating the difficulties here referred to, gold might h 
adopted as a standard of value in that country without ir 
troducing a gold currency. The advocates of this schem 
apparently propose some such plan as the following : — A 
a certain piiriod it should be declared that a given numbe 
of rupees, say ten, were equivalent in value to one poun; 
sterling, and that all payments which before had to b 
made in rupees should in future be reckoned in pounds 
If such an arrangement were adopted, a person who hac 
engaged to pay a fixed annual sum, say a land rent of 5( 
ru[>ees a year, would find that his rent was increased; be 
cause the rent having been converted into a payment 
o/. which was at the time equivalent to 50 rupees, is, now 
that the value of silver has become depreciated, equivalent 
to 70 rupees. If the Government resorted to such an 
expedient in order to escape the loss consequent on tht^ 
depreciation of silver, they would obviously lay them- 
selv(\s open to the charge of arbitrary confiscatioTi ; and 
if would be far simpler, and certainly not more unjust, 
to declare that those who had to make fixed payments 
in silver should have those payments increased in exact 
proportion to the depreciation of silver. If however this 
were done, it would not unreasonably be regarded as a 
breach of faith, and it would be fairly objected, that, 
when silver increased in value as it has sometimes done, 
tlie Government and others who had fixed money pay- 
ments to receive did not reduce the amount of these 
payments. 

It has been also suggested that it would be advisable 
to introduce a double standard into India. It can be 
readily shown that a double standard would entirely fail 
to meet the difficulties of the situation. If persons were 
allowed to make payments either in gold or in silver, 
they would inevitably make them in that metal the rela- 
tive value of which had fallen ; consequently, those who 
had a fixed amount of money to receive would always 
be liable to have it paid in the money which was at 
the time of the least value. Conseq^aently, silver would 
at the present time be used in India, and if at any future 
time, gold should fall in value compared with silver, the , 
I Government and others who had fixed pecuniary amounts 
I to receive would be paid in gold, and they consequently' 
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Rould lose the advantage they would otherwise obtain 
firoin a recovery in the value of silver. Another of the 
suggested schemes is to make gold the standard of value 
in India, retaining silver as the currency, and to maintain 
the value of silver by limiting th(3 (|uantity of silver 
coined. It is imagined by the advo(‘atos of this ])r(>posal 
that if the amount of vsilver coinage were thus limited, 
silver could be maintained in India at its old value of 10 , 
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rupees to the pound sterling, however great may be the | 
fall in its value in other countries. Hueh an attem})t to i 
give an artificial and fictitious value to silver in coin, | 
would be frustrated, because il. would offer a large pecu- i 
niary inducement to the illicit manufacture of full-weight 
silver coins. Thus, assuming the fall in the price of silver 
tt) be no greater than it is at the pr(‘sent time, the silver 
that could be purchased in any otheu’ country for 00^. 
could be manufac^tured into rupees which would be worth 
VIOL in India; theni would be tluretore a great profit 
in making such coins, and the profit would iiKT(‘as(s aiid 
consequently the inducement to make such coinage would | 
bt' strengthened, with (^ach fall in the })rice of silver. It i 
is c(irtaiu that there would be a great and rapid fall in | 
silver, if a proposal were adopted aiiificially to restrict | 
the amount of coinage in India, becaiiso. it would b(‘. felt 
that the chief source for the absorption of silver had been j 
to a great extent closed. | 

We have thought it desirable to (^x])]aiu how iiiex- j 
pi^dieiit or impracticable many of the scdiemes are, which | 
have been from timii to tim(,‘ propostid foi’ avtu'ting th(3 vniimt. or 
inconvenience and loss caused by the fall in the value 
of silver. The fluctuations which have taktm place in the 
value of silver, and the change which, as we have shown 
in the last chapter, may possibly occur in the value of 
gold, should serve as a waniing that neither gold nor 
silver can be regarded as a fixed standard of value. 

Any arrangement, therefore, based on the payment of a 
I definite sum of money, always has this element of un- 
certainty associated with it; that the fixed sum of money 
may become much less valuable, or may represent less 
y purchasing power at one period than at another. The 
discovery of extremely rich deposits within the last 40 
years both of gold and silver, in localities where these 
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metals were previously not known to exist, shows the 
great caution should be exercised both by individuals an 
by Governments in entering into transactions which in 
volve fixed pecuniary payments, lasting over a long perio; 
of time. The 5,000,000^ which the Government of Iiidi 
now receives as Land Revenue, from the permanentl 
settled districts of Bengal, is probably not equivalent t 
one-fo\irth of the sum it would be receiving if th 
revenue had not been thus commuted for a fixed annua 
payment. The cultivators do not gain what the Govern 
meut loses, for they simply pay to zemindars, who ma^ 
be regarded as ])rivate landlords, a full rack-rent, which 
if rec(‘ived by the Government, might be employed t( 
riuluce the taxation which presses upon the gcuiera 
body of the . people, including these cultivators them- 
selves. The unfortunate error which was committed 
when the Permanent Sc^ttlement was sanctioned cannoi 
now be repaircKl. But in future land settlements in 
India, it (jught to be borne in mind that the valiui 
of silver may fluctuate, and precautions should conse- 
(juently be taken to guard against these fluctuations. 
Thus if th(j land revenue could be made to vary with 
the price of agricultural produce, as the tithe does in 
England with the price of corn, it is manifest that the 
amount of the land revenue would increase directly 
general prices advanced in consequence of a deprecia- 
tion in silver. As no such precaution as this has 
hitherto been taken, it is impossible to avert the loss 
which is caused to India by the present fall in silver. 
A severe strain must, at any rate for a time, be borne 
by the Indian Government, and it consequently becomes 
of the first importance to meet the crisis by increased 
thrift and care in the financial administration of the 
country. 



BOOK IV 


TAXATION. 




CHAPTER 1. 


ON THE OENEIUL PRIN(TPLES OE TAXATION. i 

I T Is customary for writers on political (M*,ononiy to discuss 
taxation as a part of the separati* division of the sci(ai(ie 
which has been hTined by tin* late Mr Mill, ‘tlie irdluencc^ 
of Covcrnnient/ It is, no doid)t, (riu* that almost ('very 
law which is enactcMl (‘xerts, eiiher dir(‘cHy or indirectly, 
some influence (»n the economy and wt^all li of the nation. 
It might, theiH‘tbre, ap])ear that every Act of Pai'liameiit 
might be appropriately (liscuss(‘d in a trc'.atise on ])olitical 
economy. But if sm^h a c.ourse weie adopO d, tln' range 
of this science would be practically unlimited. It is, tluTis 
fonj, necessary that sonu^ nistriction shouhi be i)laced upon 
the scope of this part of our in(|uiry: a convenient 
boundary line will be drawn, if our investigations are 
coiiflned to measuH's, the specific objeiA- of which is to 
obtain money, which the (iovernment (Uther spends itself, | 
or directs to be expended by others. It is rtianifest that ' 
such measures ani included in tlie tm*m taxation, meaning i 
by the word local as well as general taxation; for taxation 
has no other object in view except to obtain money. The j 
taxes, when collected, may be devoHid to any purposes j 
which the Government may direct; but a person is never i 
made to pay a tax, in order that some subsidiary end may ; 
be attained. ^ j 

As an example, it may ho mentioned tluit a tax on spirits 
raises their pric^; the consumption of an intoxicating 
beverage is thus discouraged, and the tax may be, therefore, 
said to promote temperance. But anxious as the Govern- 
ment may be to prevent drunkenness, the tax on spirits is 
imposed for the sole purpose of obtaining revenue. It is, 
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of course, fortunate if the tax etfects another subsidiary 
object, and improves the morality of the people. But if 
the revenue which is raised by the spirit-duties should not 
be wanted, no one but a fanatic would think of retaining 
these duties merely for the purpose of discouraging drunk- 
enness. Even if such a. ])ro})osition were seriously enter- 
tained, it would involve considerations which would not 
belong to political economy, but to the general science of 
ethics. Political economy has simply to explain what will 
be the influence of arjy particular measure upon the pro- 
duction, the distribution, and the exchange of wealth ; 
this science is tn^spassing upon the domains of other 
sciences, if it attempts to decide whether a particular 
measurii be right or wrong. We therefore think it ad- 
visable to avoid di.scussing, in a treatise on political 
economy, those acts of a (TovernuKmt which are intended 
to effect some object which is not directly concerned, either 
with the production, the distribution, or i-he exchange of 
wealth, but which may, ]i(.‘vertheless, at th(3 same time 
e.xert some indirect influence upon the general economy 
of the nation. Several advantages are obtained by adopt- 
ing this course. 

It is evident that a Government cannot possibly exist, 
unless it possesses a revenue; its laws, for instance, become 
a dead letbir, unless the ptmalties which the law sanctions 
are enforced on those who disobey. The people who en- 
force these penalties are servants of the State, and they 
therefore recpiire some remuneration for the duties which 
they perform. Hence the State must possess a revenue, 
in order to pay its various agents and sei’vants. This 
revenue may be obtained by rapine and pillage; but if 
such means arc resorted to, the revenue is not raised by 
taxation ; for taxation implies that the right to levy a tax 
is given by law, and that the law not only enacts by what 
classes of the community the tax should be paid, but also 
specially states the })enalty which any one incurs, if he re- 
fuses to pay the tax. The tjuestion, therefore, is at once 
suggested, Are then? any principles which will enable us 
to decide whether any particular tax is just or unjust, de- 
fensible or indefensible ? Adam Smith considered that 
all the principles of taxation might be deduced from the 
four following rules or precepts. These four rules, which 
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have been termed canons of taxation, Shall be described in 
. Adam Smith's own words. 

‘ Ist. The subjects of every State? ought to contribute to 
the support of the Government, as iu‘.arly as possible in 
proportion to their respective abiliti<^s; that is, in pro- 
portion to the revenue which they respectively enjoy undtT 
the protection of the State. In the <.'hs('rvatiou or m'glect 
of this maxim consists, what is called tin' e<[ualiiy, or in- 
equality of taxation.' 

' 2nd. Th(*. tax which eacl\ individual is hound to ]>ay, 
ought to be certain and iK»t arbiti'ary. The. time of pay- 
^ ment, the manner of pavmeut, the (piantity to be paid, 
ought all to be clear and plain to th(‘. conti*ilmtor, aiifl to 
every other person. Wlien? it is otherwise, e'vc'ry person 
subject to tin? tax is put, more or less, in tin? povveu* of the - 
tax-gatherer, wlio can either aggravate^ the lax upon any 
obnoxious conti’ibutor, or extort, by the terror of su(;h 
aggravation, some pr<;sent or perquisite to himst'lf. The 
uncertainty of taxatioii <un*oui*a.gi‘^ I lie insohmee, and 
lavours the corruption of an order of men who are natu- 
rally unpopular, even when they are neither insolent nor 
corrupt. Tin? certainty of what each individual ought t.o 
pay is, in taxation, a matter of so great importance, that- a 
very considerable degree of ino<[ualily as appt'ars 1 Ix'lit^ve 
from the oxpf'ric'in'.e of all nations, is not near so great an 
evil, as a v(?iy small degree of uncei’taiuty.' 

‘8rd. Every tax ought to he levied at the time, or in 
the manner, in which it is most likely to he convenient for 
the contributor to pay it. A tax upon the rent of land, oi* ; 
of houses, payable at the same time at which such rents | 
arc usually paid, is levit?d at a time when it is most likely | 
to be couveni('nt for the contributor to pay ; or when he 
is most likely to hav(3 wherewithal to pay. l\xx(*s xipon 
such consumable got)ds as arc articles of luxury, an' all 
finally paid by the consumer, and geiK'rally in a manner 
that is very convenient to him. Me pays them by little 
and little, as ho has occasion to buy the goods. As he is at 
liberty, too, citheii to buy or not to buy as he pleases, it 
must be his own fault if he ever suffers any cxmsiderable 
inconvenience from such taxes.’ 

*4th. Every tax ought to be so contributed as both to 
take out and keep out of the pockets of the people as little 
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as possible over an(J above what it brings into the public 
treasury of the State. A tax may either take, or keep out 
of the pockets of the people, a great deal more than it 
brings into the public treasury, in the four following ways: 
1st. The levying of it may require a great number of 
officers, whose salaries may eat up the greater part of the 
produce of the tax, and whose perquisites may impose 
another additional tax upon the people. 2nd. It may 
divert a portion of the labour and capital of the com- 
munity from a more to a less productive employment. 
8rd. By the forfeitures and other penalties which those 
unfortunate individuals incur, who attempt unsuccessfully 
to evade the tax, it may frequently ruin them, and thereby 
put an end to the benefit which the community might 
have derived from the employment of their capitals. An 
injudicious tax offers a great temptation to smuggling. 
4th. By subjecting th(^ people to the frequent visits, and 
the odious examination of the tax-gatherers, it may ex- 
pose them to much unnecessary trouble, vexation, and 
oppression.’ 


Summary 
of these 
four rules. 


The truth 
of the last 
three is 
indisput- 
able. 


Equality 
of taxa- 


Iii order to assist the reader’s recollection these four 
rules or principles of taxation may be briefly described 
as follows: — 

1 st. Taxation should possess equality. 

2nd. There should be no uncertainty with regard to the 
amount to bo levied. 

Jlrd. The tax should be levied at the most convenient 
time, and in the most convenient manner. 

4th. The State ought to obtain as much as possible of 
the whole amount which is really levied from the tax -payer. 

The importance of the last three of these four rules, 
after the remarks which have been made upon them by 
Adam Smith, will be so generally admitted, that it is un- 
necessary farther to dwell upon them ; they will receive 
additional illustration when various special taxes are dis- 
cussed. It is, however, necessary that the first of these 
four principles should be clearly stated ; we will, therefore, 
endeavour to explain what is really meant by equality of 
taxation, and we will also inquire as to the best mode of 
securing such equality. 

Equality of taxation is one of those expressions which, 
although in constant popular use, cannot without difficulty 
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bo accurately defined. Some peoplti seem to think it 
sufficient to state that equality of taxation is secured 
when every person in a community is taxed according to 
his means; but to tax a person accjordiug to his means, is 
an expression which does not convey a cl*?arer conception 
than 0 (juality of taxation. At any rate, the precept that 
people should be taxed according to their means, would 
give the statesman as little assistance in framing a just 
system of taxation as if he were told to obey the maxim, 
that equality of taxation must bo secured. Insuperable 
difficulties at once suggest ihemselvc'.s, if any attempt is 
made to decide whether one pereon’s means are, or arc not, 
equal to another’s. A and B, we will suppose, arc two 
landowners; each of them po.ssessing a freehold estate 
worth 1000/. a year. A is a bachelor, and never intends 
to marry ; B has ten children, besid(‘s a great number of 
other relations depending upon him. ITnh'ss 1-hc signifi- 
cation of words Ido severely straiiu^i, it Oi)uld not be 
maintained that B s means wctc cMpial (o those of A ; and 
yet no system of taxation which has ever Ix'en ])ropos(‘d, 
would ex(;nipt B from a tax which A was bound t ;0 }>ay, i 
simply on the ground tliat B had a large family, and A 
had no children. In fact, under every system of taxation : 
which prevails in any country at the present time, B would ! 
pay a greater instead of a smaller amount in taxes than | 
A ; for B, having a larger establishment than A, would I 
purchase a gn^ater amount of the commodities which are | 
taxed. If, for example, these two individuals lived in our | 
own country, B, on account of his large family, would be | 
sure to purchase more tea than A, and probably also ! 
more wine and spirits ; B would also require a larger j 
house than A, and a greater amount of local taxation 
would consequently be levied upon him. It, therefore, 
appears, with regard to those taxes which arc levied upon 
commodities, that no attempt can be made so to adjust 
them that each individual shall be taxed in proportion to 
his means. Consequently, if taxing an individual in pro- 
portion to his moans is to be the test of ecpiality of taxa- 
tion, inequality seems to be inseparably associated with 
the great majority of taxes that arc imposed. 

But it may, perhaps, be said, that if taxes on commodi- 
ties exert upon different individuals such an unequal 
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amount of pressure^ as that which has been described, it 
then becomes all the more important, that equality of tax- 
ation should be restored by a proper adjustment of an in- 
come-tax. The income-tax will be subsequently considered ; 
it is here only necessary to state that no plan of levying 
the income-tax which has ever been proposed would have 
tlie slightest effect in causing the two individuals, A and B, 
above described, to be taxed according to their means. 
Although many have advocated the policy of levying a 
different rate of income-tax on various kinds of income, 
yet no one has ever even suggested that two incomes, in 
every respect of the same kind, should be differently taxed, 
because the one income belonged to a bachelor, and the 
other to a man with a large family. It must, therefore, 
be evident that cipiality of taxation cannot mean the 
taxing of people according to their means, because this is 
an end which it is useless oven to attempt to attain. 

There is another test of equality of taxation, which has 
been regarded by numerous writers as perfectly satisfactory. 
Tlmse writers affirm that the revenue of a Government 
is employed in {)rotecting the lives and property of its 
subjects; consequently the amount which each individual 
contributes to the revenue ought to be proportioned to 
the benefit which he derives from the j)rotection of the 
State. But if equality of taxation is to be secured in this 
manner, it would not only be no(;essary to tax the Y^roperty 
which is protected, but it would also be necessary to 
impose a poll-tax upon (ivery member of the community. 
The life of every individual is of some value to himself; 
therefore, in protege ting his person, a Government confers the 
same benefit upon each member of the community. It 
would, however, be a manifest absurdity to propose such a 
poll-tax, and, therefore, *this scheme for securing equality 
of taxation, though it has an air of plausibility about it, is 
scarcely worthy of serious consideration. 

It does not appear at all certain that Adam Smith 
distinctly conceived a plan for deciding wliether, in any 
particular case, equality of taxation is, «r is not, secured. 
His language, when apparently clear, sometimes fails to 
convey a definite meaning. His words are these: ‘The 
subjects of every State ought to contribute to the support 
of the Government as nearly as possible in proportion to 
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their respective abilities ; that is, ill proportion to the 
revenue which they respectively enjoy under the protci^- 
tion of the State.’ Upon this fundamental principle' it is 
repeatedly said that every system of taxat ion ou^ht to he 
based. Notwithstanding th('. deference due to such a high 
authority, we believe it will be found that, if the la?igiiage 
em])loyed by Adam Smith is tilos<‘ly analysed, his first 
principle of taxation is not^ (»nly expressed in woni.- which 
are obscure, but that it is almost useless for any puqiosc's 
of practical application. It will be observed that Adam 
Smith, in the first place, atfii'ins that tlui subj(H*ts of a Stat(‘ 
ought to contribute to the support of the OovernuKuit in 
proportion to their resyiective abilities; then li(3 proit^ssi's 
^to make this statemc^nt of his principle' mon^ clear by 
enunciating it in different terms; for he explains that 
‘ (iontributing to a (b)vernment in proportion to a persons 
abilities,’ is the same thing as ‘contributing in proportion 
to the revenue which he <nij(>ys umhT the ])rolt'(dion of 
the State.’ These' two statermuits of I ho principle, if they 
have any precise sign it! cation, do not mean thi‘ same, but 
entirely different things. 

Adam Smith apparently intends, by the first statement 
of his principle, to give an implied assent to tlui opinion, 
that ecjuality of taxaiion cannot be .secured, if simply tlu' 
income, or property of each individual is considered, with- 
out taking any notice of various other circumstances which 
may cause uTiy [)articular tax to btj really much niore 
burdtiiisome to one individual than to another, although 
they may possess (upial incomes. Henci' this cpjestion is 
at once suggested. What does Adam Smith wish to signify 
by the expression ‘ ability to pay? ’ Should ‘ ability to pay ’ 
be estimated by the amount of wealth which a man may 
possess ? If so, a man whose income is only 50Z. a year 
r ought to pay Just half as much in taxation as a man whose 
■ income is 100/. a year. Without expressing an opinion as 
Lto the justice of such an arrangement, it is necessary to 
1 point out that different significations are sometimes at- 
^tached to the expression ‘ability to pay’; and Arlam Smith 
does not definitely tell us which signification ought to be 
accepted. Some people have urged that if an income of 
60/. a year is only just sufficient to provide the possessor 
of it with the bare necessaries of life, then he who has such 
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an income cannot fte said to have any ‘ ability to pay 
portion of it in taxation. Adam Smith probably did 
make any allowance for such considerations as these: 
iTiay, therefore, be assumed that, in his opinion, a system 
taxation would be perfectly equitable, if it could be 
arranged that an individual whose income was lOOi. ayt 
should contribute just twice as much to the revenue of : 
State as an individual whose income was only 501. a ye 
This, in all probability, was his opinion, because he end 
vours more fully to elucidate his principle by affirm: 
that each individual ought to contribute in proportion 
the amount of reA^cnuc which the State protects for h: 
j But even admitting that this is the meaning of Ad: 

I Smith’s principle, it may be asked, Does it provide u 
i measure or standard of equality of taxation by means 
which the justice of any particular tax might be ascertaine 
Let us test the practical utility of this principle, by app 
ing it to our own fiscal system. 

It has been previously affirmed that equality of taxati 
pass(‘s out of the legislator’s control, if it is necessary 
raise a revenue by taxijig commodities. The amor 
which each individual contributes to a tax on coinmodit; 
must be entirely regulated by the consumption of tht 
I commodities, and can, in no way, be ajjportioned to t 
ability of (iach individual to pay the tax. The inecjuali 
which, according to Adam Smith’s definition, is thus inti 
duc(^d, cannot be rcTuedied by an adjustment of that porti 
j of the revenue which is raised by direct taxation. 

1 may be a debateablc question, whether an income c 
rived from some temporary source, such as a professic 
should be taxed at the same rate as an income which 
derived from freehold land ; but no one has ever thoug 
of proposing, that two incomes of the same kind and t 
same amount should be differently rated, because oth 
taxes may levy from the possessors of these two incon: 
amounts wdiich are not proportioned to their respecti 
abilities to contribute to the revenue of the State. 

These remarks have been made with the view of sho' 
ing that Adam Smith s first rule is of no practical ut 
if it is applied to test the justice or injustice of a: 
one particular tax ; in fact, it is very important to € 
tablish this point, because many errors with regard 
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[taxation have been based upon this^first rule of Adam 
Smith. Examples of such errors are frequently met 
witli in the various proposals which ar(‘ made Ibr thc^ 
adjustment of the income-tax. Thus it. is ofteu afiirmc<l 
that an income which is derived from a temporary source 
ought not to be taxed at the same rate as an income} 
arising from a permanent source. It is argued that th(} 
owner of a teiiiporary income has not th(‘ same ability 
to pay the tax as tlie possessor of a pcTmam^nt income}, 
since the former has to set aside a largei* portion ol* his 
income to provide against fiitun} con tinge macs than tlu} 
latter. Such an argummit involves a fallae.y; it would 
I no doubt be perfectly fair to apply Adam Smith’s first 
^rule to one particular tax, siu^h as the income-tax, if 
it could also be apjdied to ev(‘ry other tax which is 
imposed. It has, howtiver, been shown that such a 
general application of this rule is impossible; it does not, 
therefore, follow that, the inecjualily which is n('cessarily 
associated with some taxuvs, would be in any way diminished 
by attempting so to arrange one paidicadar tax, that each 
individual should contribute to it in pinportion to Ids 
ability to pay it. 

In order to illustrate this remark, ltd; i1 ha a,ssunu‘d that 
the w^hole reveniu' of the State is obtained by a 20 per 
cent, income-tax, and by a high duly on sonu* article of 
gimeral consumption, such as tea. Let it also be further 
assumed, that there' are tw^o individuals, A and B, whose 
incomes are respectively 500L and 1000/. a year. If A 
and B have the same number of children, they will ])ro- 
bably purchase nearly the same (juantity of tea, and 
therefore they will c<mtribute, as far as tlu? tea-duty is 
concerned, nearly tht} same amount to the revenue, al- 
though the ability of one to pay the duty is twice as 
great as that of the other. This inecjuality of taxation 
would manifestly remain untouched, if the income-tax 
were levied in strict accordance with Adam Smith’s first 
/rule, and if each of these two individuals were consecpiently 
y^ade to contribute to the income-tax in pnqjortiou to his 
^ility to pay. In ord(T to remove the iiKiquality which 
Ipeonnected with the tea-duty, it would be necessary to 
some kind of compensation to the possessor of the 
^^ller income, and, therefore, a smaller rate of income- 
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tax ought to be levied from the possessor of the inconu 
500/. a year, because he contributes a larger proportior 
his income to the tea-duty, than is contributed by 
owner of the income of 1000/. We readily admit that si 
an attempt to adjust the burden of taxation could ne 
produce perfect etpiality ; but it is only by adopting sv 
a course, that even an approximation towards eijuality 
taxation can be attained. It, therefore, ap])ears that, 
though Adam Smith’s first rule of taxation ought n 
und()r any existing revenue system, to be applied to a 
special tax, yet the principle is no doubt true, when c 
pressed in tiie following manner : — The aggregate amou 
which each individual pays in taxes, ought to be in pr 
portion to his ability to * contribute to the revenue of t' 
&tate. 

In the remarks which we shall now proceed to make up( 
various special taxes, it will be shown that the ecjuali 
of taxation which this princi])le is intended to defin 
can never be perfectly secured. It may, however, be a; 
proximately obtained by giving to one class, with regai 
•to some taxes, certain advantages which will, in a roug 
way, provide a compensation for disadvantages which th 
same class may suffer from inec^ualities of taxation, pci 
haps inseparably associated with other portions of th 
national revenu(\ 



CHAPTER Jl. 


ON THE INCOME-TAX. 

I T is advisable to devote a separate (•lia])ter to tli(^ jjook iv. 
1 . consideration of the ineoine-tax. Tlie]‘i‘ still exists 
ouueli difference of opinion amongst political ecvmoinists ouqUttem- 
with regard to various (juestions eoinuuTed vvilh the pomry in- 
levying of this tax, Onc‘ of tlie ehu-f ])oints of dispute ^ ^ 

is this: Ought ineon us arising from a lempornry sources hiyhiy im 
to be taxed at tlu* same rat(‘ as in(j(»m<‘s which niay b(‘ j^rvianent 
rc'garded as permanent:' Th(‘ro is no doubt that the * 

greater number of ])eople who have writleu </n this sub- 
ject express a , very decided opinion, that the barriskT | 
who is deriving 1000/. a year from his profession, ought j 
not to pay so high a rate ol' ineome-tux as the landowner j 
who Hiceives 1000/. a year from freehold land. 'I'he argu- I 
ments wliieh are urged in support of tljis opinion may i 
be divided into two classes; the first of tlu'se elassc^s is i 
baSed upon arithmetical reasons, whercins thti other class 
appeals to the general principles of taxation. Ijet us, 
therefore, first consider the argumeuls whicli are supposed 
to be supplied from arithmetical considerations. 

It is urged that the iiieoim? of a Yjrofessional man ought Statnnem 
to be regarded as an annuity for a certain term of years, fi/ cc 
It is, therefore, maintained that a man who diTives iOOO/. 
a year from some permanent source of income ought to 
pay a higher rate of income-tax than a man who only 
enjoys an annuity of 1000/. for a certain number of years, 

-wliich, for purpos(i6 of illustration, we will suppose to be 
Itwenty. It will be expedient in the first place to discuss 
this question as one of pure arithmetic, and then consider 
|the plea that is urged in favour of an annuitant, on the 
ground that he is not so well able to pay the income-tax 
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which is now levied upon him as the possessor of a perma- 
nent income. 

The aritli metical argument will be most clearly eluci- 
dated by an example. Let it be assumed that the current 
rate of interest is three per cent., and that two brothers, A 
and B, each inherit from thedr fatlier 20,000/. A, invests 
his mollt^y in tlie Funds, and the rate of interest is three 
per cent.; he will, therefore, obtain a permanent iucome of 
(>00/. a year. 1> invests his 20,000/. in purchasing an an- 
nuity of 1200/., continued during his lifetime. J^et it be 
further assumed that th(^ income-tax is a sliilling in the 
pound. According to the present mode of levying the tax, 
A would pay 30/. a year and B woidd pay (iO/. a year ; and 
tlie (juestion arises, Is this e((ui table, considering that A 
and B both po.ssc^ss the same amount of property ? In 
order to answer this question, let it bo in the first instance 
supposed that the income-tax is a uniform permanent 
charge, and that the (JovcTiiment is willing to redeem the 
tax. It is upon the hypothesis cpiite evident, that an an- 
nuity (if 1200/. a year for B’s lifetime is exactly €M[ual in 
value to an annuity of GOO/, a year continued for ever, 
supposing the rate of interest to be three per cent.; for 
either of thesii annuities can be obtained by the investment 
the mine : of 20,000/. But if the income-tax wei e permanently fixed 
I at the uniform rate of live per cent., A's 20,000/. would have 
to pay an income-tax of SOL a ;year for (jver, because he is 
sup])(^sed to invest it in th(‘ form of a permanent annuity. 

I B s 20,000/., however, would only have to pay GO/, a year 
I during his lifetime, because his annuity of 1200/. a year 
; will cease at his death. If A and B wished to redeem the 
I income-tax on tlic 20,000/. which they respectively possess, 
they would each have to pay exactly the same sum to the 
Government; for the of an annuity of 60/. 
a year to be continued during B’s lifetime must be e([ui- 
valent in value to a permanent annuity of 80/. a year, 
because it has been assumed that the present value of 
these annuities is equal. If, therefore, th(j income-tax 
were permanent and uniform, it appears on mere arith- 
metical grounds that a temporary income, such as an 
annuity for a limited term of years, ought to be taxed 
at the same rate as a permanent income. If it is supposed 
j in the above example that permanent incomes are taxed 
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} the same rate as temporary incomes, then A and B I iv. 
oiild have to pay the same amount to redeem the income- I . , 

upon the 20,000Z. which they iidierited frvnn th(Mr j 
.thor. Such an arrangement would h(‘ just and e(|uitahle, ' 
nee there can be no valid rejison why B, because he de- 1 
des on investing the mont^y in a temporary annuity, I 
lould pay a less amount to redcMau tiu'. tnx than A, ! 
ho invests the money in a ])ermanent income. P»iit an ' 
ndoubted injustice would be inllicted 011 A, it tcmipcu’ary ' 
icomes were taxed at a lower rate than p<‘rmam‘iit incomes. | 

Lot it, for instatjce, be assumed that a. [lennanent in- | .1 di.lhr- 
Jine pays a tax of Hve per cent., whereas a li ((.‘-annuity 1 
nnually pays two-and-a-liaJf per cent. According io this i u-oufdhc 
^sumption, B would only have to ])ay hnlf as much as A unjust to 
1 order to red(M.‘m tlie iiic(un(‘-tax on 2().()(X)/. Why, 
gain, it may be askid, should not the amounts whi(‘h A pmuaufut 
nd B liave l)oth to pay be tin* same, wlu'ii il is remmn- invome. 
ered that A and B both originally possessed 20,000/. and 
t tlioir own froi' will (.*hose different kinds <d iu\ <‘stm('nt'^ 

V^e, ilu refore, think (lu‘ above examjde, simple .as il, may 
pp(^ar, ah'ords a comdusive arithmetical argunu'ut that, if 
he income-tax were permaui'iit and uniform, t(‘.mj)orary | 
fieomes ought to be t.axed at the same rat(' as ])(‘rma,n(‘ut i 
iicomes. The conclusion, liuwev(;r, whicli 1ms just, l)e(‘n 1 
stablished is based upon a particular hypoiiiesis; and it 1 
emains to be inquired wludher tlui same couclusioii holds 
rue, when an income-tax is mutlmr permauent nor uni- 
arm. 

The income-tax has again and again b('.<ai d(‘serib(‘d by hi- 
tatcsiiKMi in this country as mdy a t(‘mporarv (‘xp.'di(‘nt. 
n order to give a technical form to these ass(‘rtl<)ns eon- 
learning the t<miporarv character of tla.^ inconu^tax, tlui jn'nnnnuit 
joritiuuance of this tax from year t,o year is l)a.sed u])(»u a. 
ipocial Act of Parliament. The people were, for many 
x^ars, repeatedly assunid by suc.cc'ssive Cbancellors of the 
jlxchecpier, that the inconuii-tax should be reducefl iiu- 
nediately the finances of the country would permit such a 
•eduction. It is, therefore, evident that the ijiconu^-tax is 
leither permanent nor uniform; for no ot,her tax in our 
vhole fiscal system is so temporary in its (diaracter, or so 
varying in its rate. When this is borne in mind, it may 
leem that the views above expressed cannot be maintained, 
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and that temporary and permanent incomes ought no 
longer to be taxed at the same rate. 

In order to settle this point, let us revert to our previous 
example, and suppose that an income-tax of five per cent, 
is imposed for five years, and that A and B are two indi- 
viduals who inherit 20,000^. each from their father. Let 
it also be further assumed that A invests his money in the 
Funds and obtains an income of 600/. a year, and that B 
purchases with his 20,000/. a life-annuity of 1200/. If, 
therefore, permanent and temporary incomes are taxed at 
the same rate, A will pay five times 80/. or 150/. during the 
five years that the income-tax is supposed to be continued, 
whereas B will pay 800/. in income-tax. Now it may be 
urged that this cannot be just; for why should B pay 
twice as much in income-tax as A, since they both origin- 
ally had the same amount of property, which they cheese 
to invest in a different manner ? Hence it appears to us 
(piite indisputable, that temporary incomes ought to be 
taxed at a lower rate than permanent incomes, if the 
income-tax can be really considered to be imposed for only 
a limited period, which we have here assumed to be five 
years. Experience, however, incontestably proves that the 
time during which the income-tax will be continued can 
never be predicted even with approximate accuracy. This 
uncertainty, conse(]uently, renders it impossible to frame 
any eipiitable method of adjustment based upon the hypo- 
thesis that the tax will not be continued for a longer 
period than that which is originally proposed. For let us 
see what would have been the result if such a method 
of adjustment had been adopted in our own country. 

In the year 1854 the Chancellor of the Exchequer con- 
fidently affirmed that the inconie-tax would be gradually 
reduced, and would be entirely abolished in the year 1800. 
Here, then, a case is presented, exactly similar to that 
just described; for, reverting to our original example, it 
may be assumed that the two brothers A and B come into 
possession of 20,000/. each in the year 1854. A invests his 
20,000/. in the Funds, and obtains a permanent income of 
600/. a year, whereas B purchases with his 20,000/. a life 
annuity of 1200/. It is, therefore, manifest that, if tem- 
porary incomes are taxed at the same rate as permanent^ 
incomes, B will each year contribute twice as much to the 
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nconie-tax as A. Now if the iiicorne-tax is only a tem- 
porary impost which is certain to be repealed in the course 
)f six years, B might very fairly urge that, sintio his income 
s derived from the same amount of prop(‘? l y as hi'*- i 
prother s, they ought to contribute the same amount to 
:be income-tax. B might also further urge that, if he ’ 
ind his brother both wished to redec^m the income-tax | 
apon their 20,000/., they ouglit to pay the same amount I 
for this redemption ; B would however be compel](‘(l to i 
[Pay twice as much as A, in order to redeem the tax, if, 
temporary incomes were taxi'd at the sanu' rati' a.s j)er- ' 
manent incomes. 

Those who believed that the income-tax would inevi- 
tably expire in the year 1800, would have found it ditticult 
ho answer the argumeait just supposed lo hv advanced by 
B. But if such a claim in favour of temporary incomes 
had been admitted, whaf would have beim the result? 
The year 1800 comes ; the income-tax is neithi'r repealed 
nor reduced, but is, on the contrary, gi’e/itly increased. 
We, therefore, maintain that an equitabli* adjustment 
would not have been securiid, but, on the contraiy, a, gri'at 
injustice would have been done to the i)ossessors of per- 
manent incomes, if, in the }'ear 1854, our statesmen, actinfj i 
on the supposition that the income-tax would only be ! 
continned for six years, had capitalised al! temporary in- ! 
comes, and then so arranged the income-tax, that tlii' | 
same iiinount of property, though differently invested, | 
should contribute the same amount to the income-tax. j 
Another example may bo adduced, in order more clearly 
to illustrate the injustice which such a method of adjust- 
ment would have entailed. 

Let it be assumed that one of the brothers, B, invests 
his 20,000/. in the purchase of an annuity (^f 4000/., to be 
continued for six year>s. The other brother. A, still invests 
his 20,000/. in the Funds, and obtains a permanent income 
of ()00/. a year. Let it also la; assumed, that in 1854 the 
income-tax w'^as five per cent., and that it was to remain at 
tliis amount until* the tax was entirely repeal t;d in 1800. 
If permanent incomes were taxed at the same rate as 
temporary incomes, then A during these six years would 
only contribute 180/. to the income-tax, whereas B, who 
has purchased an annuity of 4000/., would contribute 1200/. 
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There can be no doubt that such a result would 

extreme^ unfair, if the income-tax were certain to be i 
pealed at the end of the period originally fixed. It h 
been before remarked, that A and B each inheriti: 
20,000/., the tax ought not to tak(i more from one th 
from the other; it would, therefore, seem that B as well 
A ought to contribute only 30/. a year, and consequeni 
B’s income would only be taxed at the rate of § per cei 
The equity of such a method of adjustment entirely c 
pends on the income-tax Ixnng repealed at a fixed defin: 
period. Experience, however, proves that the time for t 
repeal of this tax can never be anticipated with certain! 
i for, when th(^ y(^ar 1800 arrived, the rei^eal of the incon 
tax seemed indefiiiikdy remote ; according therefore 
the method of adjustment which has been just describe 
B’s 20,000/. invested in an annuity would in the aggregc 
only contribute 180/. to the income-tax; whereas A I; 
already contributed the same amount, and will still ha 
to pay income-tax upon his GOO/, a yciar, during the win 
The in- . tiiTie that the tax may happen to be continued. V 
Thouid he ' think that the most simple and the most ji 

regarded I consider the income-tax, and every other t^ 

a>i pvrma- | as pcirmauent. The extreme uncertainty which exi 
np.nt. I regard to the charges which may be made upon t 
revenue of a country, renders it impossible for any one 
foresee when a particular impost may be reduced or : 
pealed. But if the income-tax is regarded as a permam 
charges, th(; whole weight of the arithmetical argument 
opposed to the opinion that there should be any differer 
in the rates imposed upon temporary and permanent 
comes. Besides the arithmetical arguments which supp 
such a conclusion, other subsidiary reasons may be advanc 
in favour of a uniform rating. 

In the first place it may be remarked, that a unifo 
income-tax can be collected with great facility, and at co 
paratively little expense; there would, however, be endl 
complications and confusion, if a method of adjustmc 
were attempted, based on the plan of capitalising tern pon 
incomes. For instance, a different amount of income-^ 
would have to be levied each successive year from in 
viduals who possessed annuities for a limited period, sii 
the capitalised value of a temporary annuity diminish 
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each successive year. Again, a gn^afc variety of coinpli- ; 
cated and iiiicertaiu rules must be laid down, for the pur- i 
pose of estimating the capitalised valiu' of inconu^s dtu'ived | 
from spe(‘ulat.iv(i investments, sne.h as mining. Hn* Jilfi- ! 
culty of estimating tlui capitalised value of incomes arising j 
from trades and professioiiKS would involve still mor(' com- i 
plicated calculations. Thus the barrist'u* of fhrtv, who has 
a professional income of lOOO/. a year, ought to 1)(‘ taxuHl 
at a higher rate tlian tlu; barrister of sixty, who has the 
same professional incoim*. I'lu^ income of tlu^ one islikc'ly 
to continue very much longxu’ than the iiicoim^ of the 
other, and theivdore tlK‘. capitalised valm* of the former 
income is very much greaKn' than that of the lattei*. Nu- 
merous otln.T (lifticultic‘S may be remlily suggested. The 
income of the barrist(*r is wholly lost to his family at his 
death, but the income* which a solicator obtains from his 
business may be ])a]-tly enjoyed by his tamily after his 
decease, since* tin*, good-will of his practice may lx*, sold, 
<>r soim* pc'rson may lx* tak<‘n into the busiiu'ss as a part- 
ner, who will pay the family a. certain amuial sum. Tlx* 
ca])italised valiu* of a solicitor’s pndessioiud income must 
lx‘, therefore, greater than the capitalise h 1 \ alm^ of a banis- 
t(*r’s income of tlu; same aniount. Hence*, it would a])]x'ar 
that incomes derivcxl from om.* braned) of llu^ huv ought t-o 
bi* taxed at a higher rate than incoijies dejivcul from othm* 
branches of tin* profession. The settlement of such intrl- 
c.ate (juestions as tlu*s(^ would give* to t he* in(X)me-ta.x some 
of the worst tpialitic^s that belong to a tax ; for it would Ix' 
uncertain in its amount, and it wandd be so difiicult to 
adjust in the various special cases whhdi may arise?, that, 
a whole army of income-tax collectors and commissioiu'rs 
would have to be employcxl; cons(*(jueiitIy tlio expense and 
inconvenience of collecting the tax would lx? enormous. 
These considerations strengthen our conviction, that the* 
income-tax ought to be levied at a uniform rate, an<l we 
entertain this opinion Avitli all the moix* confidimce, bt'.- 
cause the arithmetical arguments that can lx? adduced 
certainly do not •oppose, but rather favour, the present 
method of levying the tax. 

The principle of a uniform income-tax is however 
opposed, for reasons which are (piite independent of any 
arithmetical calculations. These reasons, which wc now 
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proceed to consider, are, in fact, based upon the first 
inaxini of Adam Smith, which is popularly thought to de- 
fine ecpiality of taxation. The j)erson8 who oppose a uni- 
form income-tax maintain that, whether a temporary and 
uncertain income ought to bo taxed at the same rate as a 
pc^rmauent and certain income, is a (piestion which must 
be setthid independently of arithmetical considerations. 
For instance, it is fre(|ucntly aftirmed, that an income de- 
rived from a trade or profession ought to be taxed at a 
much lower rate than an inconu? obtained from some such 


permanent and certain source as the Funds, or landed pro- 
perty. When it is asked why this distinction should be 
made, it is considered rpiite sufficient to re])ly, that the 
tradesman or professional man who obtains an income of 
[ 1000/. a year cannot so well afford to pay the income-tax 
1 as the individual who receives a.n income of the same 
amount from the Funds, or from landed property. This is 
undoubtedly true, since the income of the trad(^sman or 
professional man is uncertain, and may be altogether lost 
in the event of his death ; whereas the possessor of a per- 
manent income can ai. his death leave it intact, to be dis- 
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tributed amongst his family. It is, therefore, indisputable 
that the inc(»me-tax ought not to be levied at a uniform 
rate, if the principle is admitted that each single tax 
should be so adjusted that every individual should con- 
tribute to it in proportion to his means, or, in other words, 
in proportion to his ability to pay the tax. 

It has been stated in the preceding chapter, that this 
principle is in the abstract perfectly true, and it would no 
doubt secure equality of taxation, if it could be practi- 
cally aj)plied to adjust all the taxcjs that are imposed. 
But the impossibility of this has already been shown. 
No method of adjustment will cause individuals to con- 
! tribute to taxes on commodities in proportion to their 
; means ; the amount which is levied from each individual, 
j by these taxes, depends upon the quantity of a com- 
! modity whkffi he consumes. Hence it has been con- 
‘ eluded that equality of taxation is mst necessarily pro- 
' mofed by adjusting some particular tax in such a way 
j that each individual would contribute to it in exact pro- 
I portion to his means. For instance, if the income-tax 
I were adjusted in strict accordance with this rule, every 
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labouring man in the country ought undoubtodly to con- 
tribute his quota to the tax; and yet the introduction 
of such a change into our ])res(mt fiscal system would i 
certainly not promote e([uality of taxaiirMi. the labouring I 
classes are most justly relievt d from (lu‘ income- lax 
because, in the first place, it would be difficult to collect 
it from them, and. in the second place, they contribute 
to such a tax as th(‘ duty on tea, a much gii ater amount, 
in proportion to their means, than is contributc^d by ilie 
wealthier classes of the community. The remission of the 
income-tax upon such incomes as arc' ordinarily possessed 
by labouring men, affords some coirqxaisation for thi‘ 
inequality of taxation which is necessarily associated with 
such an im])Ost as tlm duty on tea. liuMpiality (jf taxation 
may ho, thendbn^, rather inei-east^d than prevonit'd by 
applying to any particular tax such a ruh‘ as that abov(^ 
rfderred to. Efjuality of taxation can be best secured, 
not by botching and patching each singh^ lax, but by 
contemplating the nwenue as a whole.. If it is found that 
any tax pri'ssi's nn(M|nally on any pa.uienlar class, it is 
almost invariably better not to attempt to adjust the tax 
by any coTiiplicated arrangtujjeuts ; the im^jiiality of tax- 
ation should bo remedied by placing the ])a.rti(‘nlar class . 
wlnmi it prejudicially aftV‘(!ts, in a rolativoly ;alvantagcous j 
position with regard to some otluT t.iv. Tims the tea- | 
duty ])re8S<3S very unfairly upon the working classes ; but ! 
il is in 1 ‘vorv nvspect Tuore desirable to compensate thmn I 
for this ineciuality of taxation, by a remission of the 
income-tax, than to afford them compensation by attempt- 
ing to make the t(^a-duly so o(|uitable in il.sclf, that ovory 
individual should contribute to it in proportion to liis 
means. Various proposals for making the tea-duty a 
more equitable tax hava^ been, and may l>e, suggested; 
for instance, one source of iiieciuality would b(‘ removetl, 
if the tea-duty could be made ad valoreni. The duty which 
is now paid upon the tea consumed by the poor man is at 
least three times as great, in proportion to the value of 
the tea, as the duty which is paid upon superior tea. 
It has, however, been found almost ijn])racticablo to levy 
ad valorem duties u])Oii such a commodity as tea;^ it 
was soon proved that tliese ad valorem duties entailed 
a series of complicated arrangements, which materially 
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interfered with the trade, and, consecjjuently, the tax when 
made ad valorem, though apparently more just, was 
really more disadvantageous in its aggregate results than 
it was before. Lot us, therefore, in(]uire whether similar 
obstacles would not oppose all the schemes which are 
often favourably received, for rendering the income-tax 
more ecpii table. 

Almost insuperable obstacles at once suggest themselves, 
if an attempt is made to levy the income-tax in such a 
way that each individual should contribute to it in pro- 
portion to his nu'ans. It may be at once asked, How is it 
possible t(j supply any test or measure of the amount 
which a man can atford to pay towards a tax ? Certainly 
such a test or measure is not provided by the nature of 
the source from which an income may bci (lerived ; for the 
income of almost every individual is obtained from a great 
variety of different sources : therefore some portion of his 
income may be permanent, and anotluT part of it may 
bo temporary. Conseipiently it is impossible to judge of 
an individual’s means, by considering only one {)art of his 
aggregates income. Thus A may possess 2000L a year in 
landed |)roptirty, and may, in addition to this, derive 1000/. 
a year from his profession. Another individual, B, may 
possess only 500/. a year in landed property, but has a 
permanent income of 1000/. a year from the Funds. On 
what grounds do those who op])ose a unifbrtn income-tax 
afiirm that the 1000/. a year which B obtains from the 
Funds, should be taxed at a higher rate than the 1000/. a 
year which A is supposed to realise from his profession ? 
B is a much poorer man than A, and it therefore cannot 
be maintained that B, with regard to a portion of his in- 
(;ome, should be taxed at a higher rati^ than A, because' 
the former can blotter afford to contribute to the tax than 
the latter. In addition to the difficulty which has been 
just suggested, it would be necessary to fix the rate at 
which each kind of income should be taxed by arbitrary 
I rules, which would be subjected to constant discussion and 
! revision. With regard to professional • incomes, it has 
already b(Mm said, that the solicitor whose practice is 
worth 1000/. a year is a far richer man than a barrister 
I whose pracjtice is of the same value ; since a solicitor can 
i either sell the good-will of his business, or leave it to his 
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children, whereas the practice of a baiTister can neith(ir be j 
sold nor handed over to another. If, therefore, a per- * 
manent source of iiK^onu* is taxed at the rate of five per ! 
cent., what principles can ])e found wlueli will ttdl us the I 
amount of income-tax whieli ou^ht to be levied from tlu^ 
inconnvs of solicitors and l)afrist('rs respectively ? There is 
also another reason of luueh force to be ur^^^ed against the 
proposal to tax p(‘rmammt and bimporar} in(M>m( at a 
different rate. One of th(‘ (^hief objections which can be 
urged on economic grounds to an inconu‘-tax is that it 
is often a tax on savings, and therefore pro tanto dis- 
courages })rudenc(\ A sinijih' (;xani[>ie will show thaX this 
objection would a])ply with increasiHl foicx^ if ])(‘]'man(?nt 
incomes were taxinl at a higher ?‘ate than t(unpo]ary in- 
(U)mes. Thus, take tln^ casc^ of a. ])rofessional nuin with an 
iM(‘()mc‘ of JU)0(U a year who aninially saves 1000/. a- year, 
and su})pos(‘ that an incoiru'-tax oJ’ o p(*r e(‘nt. is imposed 
upon incomes obtained from a Teniporarv soui’ce, wIktohs 
the tax levied on ])eirua]K‘ut iiieomes is 10 jMjr (‘eiil. On 
:lie thousand j)ouuds sav(‘d, the in<‘ome-iax h!vi(‘d in lh(‘ 
y(‘ar in wliieh it is sav(‘d is o per eont,. or oO/. Tin', 
thousand pounds is inv(‘sted to pay '> ])e‘r c(m(. On this 
ineorne of oO/. an ineoimwtax of 10 piT eeni. is hwied, 
or a/, a year. If thei'ifon^ it is supposerl jhat I ho inconav 
tax remains permanently in operation, from llu* Ihousand . 
pounds which is sa,ve<l aO/. is in the lirst inslanee takiai, 
and in addition a/, a ^^ear is snbse(juen1 ly levied. As tin* 
value of a perpetual auunity of 5/. is 100/. it ap]>ears that 
from a thousand pounds which is sj)cnt {>nly aO/. is taken 
by the incotne-tax, whereas the tax taki^.s 2 Hi/, from a 
thousand ])ounds which is saved. These, and various other 
considerations wlii(;h might be adduced, lead to tlu* ri>u- 
clusion, that the present m(d.hod of levying tlui iniromc-tax ; 
cannot witli adva]ii,age he matm’ially changed. Tlie income- ; 
tax, as it is now levied, avoids the ditticultu^s and (toiripli- 
cation.'^ just referred to. It must also b<'. remembered that 
if the* arrangements coniuuhed witli any ta,x involve intri- 
cate de.tails, the collection ofthc^ tax must be expensive. 
If, moreovcjr, an attempt should be made to cMpialise this 
tax bv a complicated prex^ess of adjustnnait, many practical 
difficulties would bo sure to arise, which would probably 
lead to disi)utcs and costly litigation; and thus even those 
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will become more discontented, who are specially intended 
to be benefited by the adjustment of the tax. For instance, 
it may bo mentioned that a considerable proportion of the 
aggregate amount yielded by the income-tax is, under 
existing arrangements, collected with the maximum of 
ease and the minimum of expense. This will be at once 
understood when it is remembered that the income derived 
from consols, bank -shares, railway-shares, and other similar 
investments, is paid in a lump sum before the dividends 
are distributed, and thus the cost of collecting from the 
individual fundholder and shareholder is avoided. It 
would obviously be impossible to continue the arrange- 
numt if the rate of the tax varied with the amount of each 
individuals income, because it would be necessary before' 
collecting the tax to ascertain what was the income from 
all sources of each fundholder or shareholder. 

Th(i increase in the difficulty and cost of collecting the 
tax, if the I’ate of the tax varied not oidj^ with the nature 
but also with th(; amount of the income, sugg(jst.s a strong 
argument against the adoption of what is known as a 
ghxduated, or progressive, income-tax. It has oftem been 
proposed that the rate of the tax should increase with the 
aggregate amount of each individuals income. It is ob- 
vious that besides the objection to which allusion has just 
been made, the proposal to make the rate of the income- 
tax progressively increase with th(^ amount of the income 
would almost indefinitely strengthen the objection that 
the tax operates as a discouragement to prudence. It 
would be virtually sanctioning the principle that the pro- 
portion which the State should take from a man s income 
should increase in the direct ratio of the amount he might 
save. The force of this objection will be more fully under- 
stood when we proceed, as we now do, to consider the inci- 
dence of the tax. 

As this expression — the incidence of the tax — has not 
been previously employed, it will be necessary to define it. 
It is quite evident that a tax is frequently not really paid 
by the person from whom it is levied; fordnstance, the beer 
duty is nominally paid by brewers, although it is really 
paid by the consumers of beer, since the price of beer is 
increased by the amount of the duty which is imposed. 
Similarly, all taxes on commodities are really paid by the 
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consumer, although the Govormncnt generally levies the 1 
tax from either the producer or the importer of a com- j 
modity. Hence, it is said that the incidence of these taxes i 
falls on the consumer, and thendbre t he incidence of a tax i 
may be considered to denote the real, in distincthui from 
the nominal payment of the tax. As another example it 
may be mentioned, that the incidenc<i of the poor-rates 
which are levied upon the land, ull.imaU-vly falls n])on the 
land-owner; for, although such rates are generally paid by 
the tanner, yet the rent of the land would be so much 
greater if then^ were no such lates. If, ln»w(‘ver, then^ is a 
lease, anyincTcase of rates tails upon t-lie farmer during the 
continuance of the lease. The incidence of those taxes just 
mentioned, is very cxisy to trace; but with regard to tbe^ 
incidence of some other taxes, such as tlie inconu^-tax, 
many (|uestions of ])erplexity and importanc(‘ are sug- 
gested. Some of th(.‘se (piestions we will now proceed to 
consider. 

It may p('rhaps be rememben'd that, when (‘.v))oundiug 
some of lh(‘ fundjimental propositions conceruiiig capital, 
the income-tax was oc’casionally ndernnl to, in order to 
show the different iv'sults which (‘usue, according as the 
tax is paid out ofcajutal, or is saved by means of in(T(‘as(‘d 
economy. In the first case, the inchh^nce of the tax ))artly 
falls on the labouring classes, w'hcrc«Ms^ in the second case, 
the incidence of the tax d(H‘S not fail on any one* but those 
who pay it. That- this must be so is ovidont, from the. 
following considerations. It lias been fn‘(ju(MdJy remarked, | 
that the capital which siqiports the iiulustiy of a country j 
is (X)mposed of two poi tioiis, which are I'c.spect iveiy t(*rmed j 
circulating and tixed capital. The eirculaling cajiital of 
a country is the soin*co from which wages an; paid. 11', 
therefore, this fund is diminished, tlicTe will be a smalh'r 
amount to distribute amongst the labouring classes, and 
less average wages will bo receiv(‘d. Tin; fixed capital of a 
Country consists (d' machin(;ry, stock, implements, and, in 
Ifeujt, of every kind of wealth which exists in some permanent 
^rui, and which is intended to give assistance to the future 
l&oduction of wealth. If, therefore, any tax should dimi- 
TOsh the fixed capital of the country, and sliould thus cause 
pss machinery to be used, or fewer useful public works to 
Wb carried out, the industry of the country would be inter- 
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tered with, and the progress of the nation’s wealth would be 
obstructed. If the income-tax were partly paid out of 
capital in a country which accumulates wealth rapidly, it is 
almost c(U‘tain that the amount would be withdrawn, not 
from fixed, but from circulating capital. As far as the la- 
boun^rs are concerned, it in the first instance makes little 
difteronee whether the income-tax is paid out of circulating 
or fixed (capital ; because such fixed capital as machinery 
and railways can only be constructed by labour, and there 
fore, if a smaller sum is spent upon such works, a smalh^: 
sum will be distribut'd in wages. It, therefore, apj)ear 
that the aggregate wages which arc ])aid must b' 
diminished, if the income-tax be eitluT wholly or parti^^ 
paid out of the capital of the country. It coiise(pientl 
follows that if any jiortion of the income-tax is paid ou 
of capital which would otherwise; be emj)loyed within th 
country itsell* the incidence of the tax ])artly falls on th 
labourers, although t.he tax may ueva.*r b(; directly levi<^ 
from them. It will be instructive to explain the procc'-t 
by which the burden of this tax is, as it were, shifted fro: 
one (iass to another. 

Let it be assumed that an income-tax of ten per (;ent. 
imposed, and tliat throughout the country one hall* of tl 
tax is saved from each individuars personal oxpenditui 
whereas the oth(;r half is [uovided out of capital. Up( 
this hypothesis, an individual, A, who has an aggrega 
income of 2000L a year, would be rated at 200^. a yea 
his net income is therefore 1800^. His personal expenc 
ture is 1000/. a year, and he therefore annually sav 
800/., which he can invest as capital in his business, 
there were no income-tax, his annual income would 
2000/., but, according to our hypothesis, he will only spe 
one half of the 200/. a year, which w ould be added to ! 
income if the income-tax were remitted ; he would c( 
se(juently each year save 900/. if there were no income-t 
and this sum he might employ as cajutal in his busim 
The amount of capital which he accumulates is theref 
annually reduced by 100/. in conse(}iienc3 of the incoi 
tax. Circulating capital is, how(;ver, employed in pay 
the wages of labourers, and, therefore, the income-tax r 
diminish by 100/. the amount which A annually pay.^ 
labourers j consequently this amount is as really paid 
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the labouring classes as if the iucoine-tax was directly 
levied from them. 

It is impossible to assign the exact [)ro])ortiou of the 
income-tax which will be paid out ol' capital; but it is 
nevertheless (juite certain that an iiicoirn-tax would be 
paid out of capital to a lar gn'ater extcuit in some coun- 
tries than in others. As an ('xampli*, it may be nuai- 
tioned that tlu‘ industrial progres.s el* India is retaided by 
a want of capital; lier acciimula,tion of capital is com para- | 
tively so small, that an in(*ome-tax could not be imposed I 
in that country without diminishing t.lu‘ national capital, 
and in this way most seriously alhu ling the. national ; 
wealth. Ill England, howi vt^r, the income-tax produces ! 
none of thesti smious cons(M.juenc(\s ; no branch of our | 
industry which prescmts a fair clianci' of prolit is (jver | 
retarded for waul of capital ; in addition to all thc' capital j 
which w(‘ invest in our own commerce and trade*, we al- I 
ways seem to possess an aliuosl uulimiled supply o(‘ capital ! 
for foreign inve^stnu'uts, if the t(5rms \\hi<'ii ai’«‘ oftenul for j 
the use of it aro sidhcicmtly remuneras iv(*. It may, tluin*- | 
fore, with considerable certainty lx* «‘.o!i(*lud(‘d, that tin* | 
, inc.ome-tax docs not s(*rlously diminish tin* amount of j 
[wealth which is produce'd in this country; lor altliough 
some portion of tin* tax is paid ou.t of capital, y^’t this 
aiiiotint is probably withdrawn, not iV'>ni lixod capital, but 
from circulating ca])ital, and also from tliat jxori/ion of the 
count ry’s capital VNduc*h is invested abroad. W(‘ say that 
it is not fixed cajntaJ whiedi is affeet< d, bta-ausi^ that part | 
of fixed cajhtal which consists of machimuy, implements, : 
tod stock, is never sold for tin? purp(»se of paying the tax, 
.’ipior can any onei supjiose that less machinery is emjdoyed 
industry, or hnver useful permanent improvements 
^rried out in conse(|uence of the income-tax. Our circu- 
llating capital may no doubt, to somo. extent, be diminished; 
fif this be so, a portion of the tax is virtually contributed j 
i'l^y the labourers, lii England, lunvever, as well as in j 
ipijiobt other countries, the average aniouid of the income- ! 

which is res^x^ctivcly paid out of cajutal or saved 
mom personal expenditure, varies gn‘atly iu the different 
Actions of the communit}. Those who have incomes of 
|p50^. or 200^. a year are usually obliged to deprive them- 
!Mves of many things which they consider almost in- 
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dispensable. Such persons, therefore, if released from the 
income-tax, would probably spend the whole additional 
income which the remission of the tax would give them. 
The wealthy merchant, however, who is worth his 20,000^. 
a year, would most likely not materially increase his per- 
sonal expenditure, although the repeal of the income-tax 
might give him an additional 1000?. a year to spend. The 
additional 1000?. which he would thus annually accumulate 
would not induce him to extend his own business; he would 
probably invest the 1000?. in some security. It, therefore, 
appears that tlie additional capital which will be saved, if 
the income-tax is repealed, would be principally thrown j 
into the money market for investment; the amount saved* 
would not be employed as capital by each individual 
taxpayer, because in a country where so much commerce 
is transacted by credit, the individual taxpayer would, 
before the inconui-tax had been remitted, hav(i had 
no difhculty in obtaining extra capital to embark in his 
business. ^ 

As far, therefore, as the capital of the country is con- 
cerned!, the effects of the income-tax are not in this 
country so important as they are generally supposed t( 
be ; because, let it be assumed (and it is ratlu^r an ex 
ccssive estimate) that (>, 000,000?. out of the 9,000,000?'* 
which an income-tax of five-pence in the pound would novv 
yield would be saved as capital, if the tax were repealedl 
0,000,000?. thrown into the money-market for investment) 
cannot produce any momentous results upon the industry 
of a country whose wealth is so great that many millions 
have often been raised in a few days for foreign invest- 
ments, without apparently exerting any influence u{)on our' 
trade. The remaining 3,000,000?., which according to 
our estimate is saved from personal expenditure, expresses 
the real amount of the temporary comfort and enjoyment 
of which the tax deprives the community. It has been 
already stated that to this last amount different sections 
of the community contribute in very unequal degrees; the 
wealthy man who is accumulating capital rapidly does 
not spend less in consequence of the tax; his personal 
comfort is not in the slightest degree interfered with, 
and the only result of the tax to him is that he possesses 
a few thousand pounds less of realized property. Very* 
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different consequences, however, result to thos(} who pos- iv. 

sess the small incomes which just come within the raiip^e 

of the tax. For instance, an income just excf^eding 400/. '//ir in- 

is taxed at the same rate as an incoinV' of 10,000/. There 

can be no doubt that the owner of such a small inconui as j 

400/. cannot j)ay even a few jxninds towards an ilKMjme-tax, ancrijirrn 

without depriving himself or his family of the means of ^ponper- 

satisfying some real want or enj< ►yimmt of lif. ‘ The i ncome- 

tax, therefore, entails a far grc^ater sacrihcu^ u]M)n siieli a inomes. 

person than upon the more wealthy man who can pay tlu‘. 

tax without encroaching upon his ptu’Si.nal (‘Xjumditun'. 

The inecpiality to which allusion has jus! becMi mad(‘ is 
attempted, in some. (U'gnn*, t(» be remedied in our own 
country by exempting all incom(‘s of less (Jnin loO/. from j 


j>aym(Uit of the tax. In order also lo less<‘n ih(‘ burden of 
the tax upon owm^rs of small inconus, a. deiluction of 120/. 
is made before assessing the tax from all inconuss b(‘i.we(‘n 
150/. and 400/.; thus, if a man has an ineoim^ of dOO/., In^ 

t ys the tax u]>on an iiiconie of oidy 1.<S0/. It is obvious 
it this inetho<l of adjustnK'ut. only pariially leanoves tlu‘ 
lifecpiality which it is inUuided to remedy, beca.us(‘ a-t tin' 
time an income of a few shillings over 150/. has 
t'he tax upon JIO/., wlu'reas an inconn' a few sliillings 
than 150/. escapi's the lax altogei-her. Again, ii‘a man 
an income of 401/. a 3 mar, he })ays tin' tax u[)on his 
(iiltire income, wher(*as if lu* has an iiieonn' of 400/., lu' 
3jpy ]>ays the t^ax u[)on 2(S0/. If, therefore, the incom(‘- 
were one sliilling in tin,' pound, a man with an income 
()ip40l/. wnmld noit Ix' so well off hy 5/. a year* as the man 
an income of 400/. 1'he unfairness of such an aiTang('“ 
t is manifest. iVlr Mill, adopting a suggestion of 
Iiam’s, proposed a very simple sclu'ine tor tin' pur- 
of obviating t-his unjust anomaly. He maintained 
the Lcgi slat uri^ ought, in the tirst instanee., to di;cide 
j is the maximum income which should be allowed to 
pe the income-tax, and he considered that a decision 
L this point ought to be chi(‘Hy guided by the pi*in- 
I that andneomo sliould not bo taxed if it was not 
J than sufficient to provide its owner with tin? mere 
ssaries of life. Such a principle would, of course, only 
4e a rough estimate to be made; the important thing, 
SHiowever, is to fix a limit. Let it, therefore, be supposed 
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that the limit is 1001 a year. Mr Mill proposed 
deduct this amount from every income, and only t 
the remainder. The owner, therefore, of an income 
120/. a year would only pay the tax upon 20/. Tl 
plan manifestly provides a complete remedy for t 
ine([uality to which we have just alluded. The })lan i 
volves no practical difficulties, and is founded u])()n str: 
justice ; since, if the tax is not imposed on an income 
100/. because such an income is no more than sufficie 
to |)rovide its owner with the mere necessaries of life, t 
tax ought, with regard to all incomes, to be remitti*d up 
a similar amount wliich has to be expended in the mt 
necessaries of life. 

'J'lie scheme advocated by Mr Mill is not to be cc 
j founded with the proposal for a graduated or progress! 
income-tax to which reference has already been made. 

I has been urged that an income of 10,000/. ought to 
I taxed at a far higher rate than an income of 100 
There is, no doubt, weight in the argument that t 
income-tax presses with unecjual force upon the owm 
of comparatively small incomcis, because the tax oft 
involves some real sacrifice to them, whereas, with rega 
to the very wealthy, it in no way diminishes their mea 
of enjoyiiKint. It is, however, important to remernt 
that the proposal to graduate the income-tax seems 
sanction the principle that it is desirables to impose 
penalty upon the accumulation of wealth. Any su 
scheme which is aimed against larger capitals probal: 
obtains po]niIar snp])drt, because it seems to favour t 
prejudice which is so frequently expressed against wh 
is termed the tyranny of capital. There was a tir 
when it was very generally believed by the labourers 
this country that the owner of a large capital possess 
a peculiar power to oppress them. Superior educate 
and the extension of cooperative institutions are alreat 
beginning to make the labourers understand that as capit 
increases the fund for the employment of labour increas( 
As previously shown, one of the strongest theoretics 
arguments which can be urged against the income-tax, 
based upon the fact that it is imposed upon savings. Tl 
man who has 10,000/. a year, and spends the whole of h 
income, only pays the tax once ; but the man who has t 
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equal income, and only spends a portion of it, pays in the 
first instance the same amount to the tax, and is also each 
year compelled to pay the tax upon the income which is 
derived from the invostnnjnt of the amount whicfi he has 
saved from his annual inconie. The income-tax, tiieivforc', 
to a certain degree, encourages spending, and discourages 
saving. It, thendore, follows that one of the most serious 
objections which can be urged against tliu tax is <;reatly 
strengthened, if it should be so gradnatiul that the tax is 
increased in proportion to the amount which an individual 
saves. 

Ill conclusion, it is necessary to refer to a serious objec- 
tion connected with the income-tax which cannot, be obvi- 
ated by any method of adjusrmcnt. It is evidiMit that the 
tax can be accurately levied upon all incomes tlie amounts 
of which a.r(‘ publicly known. As previously stated, the 
Bank of hlngland, when paying the dividcjuls arising from 
the Funds, deducts tlu‘. inconu'-tax, a-nd hands the amount 
over to the (fov(‘.rnment. It is, thert forc', inqxissibh^ for 
a fundholder to evade the tax. 'Jdie (ax is also similarly 
deducted from all official salaries, and also from th(‘ pay of 
otticers in the army and navy. Tin*, amount of the tax 
which is levied from various other kinds of incomes is also 
rc^gulated by definite ruh^s. For inslanc.e, a farmers in- 
come is estimated to be e(|uivahmt to om* lialf his read. 
If, therefore, his rent is 800/. a year, and if tlie income-tax 
is sixpence in the pound, th(i income-tax kwit^d upon him 
will be 10/. His inconui may no doubt be either more or 
less than 400/. a year, but when the rule has once beim 
made, he has no power to evadt* any portion of the tax, 
because the amount at which In*, is assessed is precisely 
determined. But with regard to various other classes of 
traders it is impossible to ascertain the, amount of their 
incomes by any delinite rul(‘s. The income of a manu- 
facturer or retail trader can only be approximate!}^ esti- 
mated ; an opportunity is thus afforded to evade a con- 
siderable portion of the tax. Morality is unfortunately 
too often based oi^ conventionality; and many wlm pass 
for honest men do not hesitate to cheat the Government, 
although in the private transactions of life they would 
shrink from doing anything in the least degree dishonour- 
able. Numerous cases have occurred which strikingly 
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exemplify the dishonesty that is practised by many i 
their dealings with the Government. 

The following well-kiiowii instance has frequently bee 
(pioted. A particular street in London was, during a ce: 
tairj pcu’iod, closed for traffic in consei|uenco of improv 
ments which were being carried out. The business of ti 
various tradesmen who lived in the street was prejudicial, 
affected, and they consequently claimed compensation. Tt 
amount of comjKaisation which each individual receive 
was apportioned to tlitj net income whicli he tlerived fro 
his business. All the tradesmen, consequently, made 
return of their incomes. As it was thought that the 
returns were excessive, they were compared with t: 
amount of the incomes which these tradesmen nitumed f 
the assessnumt of the income-tax. In some cas(is the 
was no difference in the amounts returned for the t\ 
purposes. The result of the comparison, however, was 
nweal that som<‘ of the tradesmen living in a respectah 
London street could practise so much deception that, wh5 
■for the purpose of assessing the income-tax they return 
th(‘ir incomes at a certain amount, the amount return 
when pressing their claims for compemsation was a vc 
much greater one. It is, t.hercffore, evident that, as long 
such duplicity is prevalent, many will evade a part of t 
income-tax which they are bound to ])ay to the Govei 
merit. Hence the tax operates with a certain degree 
unfairness, because some classes of the (X)mmunity have 
cliance of evading the tax, whereas others have not. 

The ineijuality which is caused by this power of evasi 
is not by many so much objected to as the general i 
morality which they cmiceive to hi) produced by such ta: 
tion. It is, for instance, maintained that the income-1 
places so great a premium upon deception, that many w 
would otherwise be honourable, are tempted to dece 
the Govern rnimt. Little attention, however, ought to 
paid to such an argunumt. The morality of those in 
viduals who are so easily led away from the paths 
virtue and honour is scarcely worth the fostering care 
a Government. Every precaution should of course 
taken to detect and punish those who make false re tin 
because the burden which they escape is thrown upon 
rest of the community. 
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Although we have thought it desirable to direct atteii- 
tion to certain inequalities and other disadvantages coJi- 
nected with the income-tax, yc 4 in our o])ini()n it would not 
be expedient to repeal the tax. No tax which can be 
suggested is free from obj(‘ctions. If the incomes- tax wen* | 
repealed many wealthy individiuds might almost entirely | 
escape contributing anything to the taxation oft lie country; | 
and the money which lh(‘ income-tax now yields would j 
have to be made good by incri'asing tin* iaxc's on artieJesof | 
geUKiral consumption which are chietly used by tlu* ])oor. j 
Thus greater ine(juality of taxation would r(*sult from the | 
repeal of the income-tax than from its mainttoance*. i 
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T he last chapter was devoted to the discussion of the 
income-tax, and although the tax manifestly differs 
in many essential respects from other direct taxes, yet 
the income-tax possesses many characteristics which are 
common to all direct taxes. We shall, therefore, be 
enabled, after having described indirect taxation in the 
present chapter, to compare or rather to contrast the two 
systems of taxation. 

Direct and indirect taxation are words of such frecpient 
use that they probably need no definition. It may per- 
haps, however, be wtll to state that a direct tax is really 
paid by the person from whom it is levied, whereas an 
indirect tax, though nominally paid by one person, is 
really paid by another. An income-tax ^ and all assessed 
taxes, such as taxes on private carriages and dogs, are 
direct taxes ; for they deprive those who pay them of an 
amount of wealth equivalent to the tax. But an entirely 
different result follows with regard to an indirect tax, 
such as the beer duty ; for in such a case, although the 
beer duty is in the first instance paid by the brewer, 
yet the tax really comes out of the pockets of the con- 
sumers of beer, because the price which they are com- 
pelled to pay for beer is increased by an amount which 
must at least be equivalent to the tax imposed. It is, 


j ^ As explained in the last chapter, an income-tax is sometimes partly 
; paid out of circulating capital. In tliis case the |.ax diminishes the sum 
expended in wages, and is, therefore, really paid by the labourers. But it 
is sufficiently exact to state that an income-tax is a direct tax because it 
is intended that the tax should take so much wealth from those upon 
whom it is levied. In the case of an indirect tax, such as the duty on 
beer, it is intended to tax the consumer of beer, and not the brewer who 
in the first instance pays the tax. 
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therefore, manifest that taxes on comm<x]ities are in- 
direct; because if commodities are taxt^d they are in- 
creased in price, and conse(piently the consumers of the 
commodities really ])ay the taxes, although tliey may, in ' 
the first instance, be h^vii'd upon the importt is or pro- j 
ducers of commodities, 1 

It must not, how(‘Vi‘r, be supposed that, there are no in- j Other 
direct taxes except those whieli arv. imi)ost‘d uoon eommo- ! 

I’l***^ *11 hi'fiimi* in. 

uities ; tor instance, a tax vvliuni is m its (•ss(mtial charactm- 
direct, may become indirect by private and commercial 
arrangements, and by many other (‘auses. Thus, in Kngland, 
it is customary for the tenant- fa rnuT to pay pooi’-rat(‘s ; it 
is, howeviT, evident tliat all sucli cliarges as tlies^ an* 
n^ally paid by the landowner, Invausc* if a fai'incr has to 
(Hjiitributi^. 1 ()()/. a year to poor-rates, he* is abh*, to pay 
so much less for the use of the land In* cultivah's; con- 
setpiently, if no poor-i*at.es were imposcsl. tlu*. landlord 
might increase tlu*, rent of his farm by tlu^ whole, amount 
which his tenant previously contributed to thesi* j‘at(‘s. The 
same remark applies to various other rates, and also to 
titlu's; it, thercifore, appears that there is not luH-essarily an 
(issential distinction between a direct and an indin'ct tax, 
for we have seen that a direct tax may be convcu’ti'd into 
an indirect tax, simply by a })rivat(^ commercial arrange- 
mmit, siiic(‘ there is no reason whatever why the ])oor-rates 
should not in all cases be paid by the landlord, and not by 
his tmiant. If this were done, tln^ jioor-rates would beconn* 
a direct tax. It is, therefori;, possible that tin* woi’ds diiH'ct 
and indirect, when applied to a tax, may denote only a 
nominal distinction; the tax, howev(*r, which is imposed 
on commodities cannot be made a direct oin*, since it 
would be inipracticabh^ 'to lt‘vy the tax upon each person 
who may have to puirchase any particular article ; (ronso^ 

(]uently, the real points of distinction betwecui the tw'o 
different systems of taxation will be best elucidated by 
comparing'^ the effects of a direct tax with those which 
result from a tax imposed upon a commodity. 

At the commeiwement of this imjuiry it may hi*, impor- : The taxes 
tant to remark that various commodities have been taxed 
in our own country, and are still taxed in many other 1 ,,^. 
countries, in order to protect native industry, and not posed /or 
solely for the purpose of obtaining rev(.*nue for the State, 
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We intend hereafter to discuss the theory of protective 
duties, and wo shall therefore, for the present, consider 
those taxes on comniodities which are imposed for the sole 
purpose of obtaining revenue for the State. The last 
remnant of protection has b(‘en banished from our fiscal 
system, and every tax is now carefully adjusted with the 
view of placing the lionn^ and foreign producer in a position 
of equality. 

As previously stated, a tax u})on any commodity must, 
almost invariably Ixi opposed to Adam Smith’s first canon 
of taxation, whicl) atfirms that ‘each person ought to con- 
tribute to the revemu' in 2 a*o]r)ortion to his ability to })ay.’ 
Taxes on commodities cannot be framed in obedience to 
this rule, for various reasons. In the first ^^lace, it maybe*, 
remarked that taxes on commodities can seldotn be made 
ad valorem, and it is quite evident that from this circum- 
stance great inecpiality of taxation must inevitably result. 
As an example it may be mentioTied that every pound of 
tea which is inq^orted into this country has, at the present 
time, to pay a tax of 6(1, per pound. The inferior qualities 
of tea which the poor principally consume woidd, if ad- 
mitted duty free, bt^ retailed at a pri(‘.(j (xirtainly not ex- 
ceeding l5‘. per pound. It, tin before, follows that the tea 
which is used by the poor, who are the h^ast able to con- 
tribute to the revemu's of the State*, is taxed at the rate of 
oO per cent., whereas the su 2 )erior qualities of tea which 
are purchascid by the well-to-do at three shillings per pound, 
only pay a tax of twenty per cent. This ine( 2 uality of 
taxation, which in a greater or less degree is commor) to those 
taxes which are imposed upon commodities, randy admits 
of any practical remedy. For instance, it has been fr(i- 
quently proposed to make th(i duty on tea vary with the 
({iiality of the tea; but those who are most com 2 )etent to form 
a practical jiidgmiuit affirm that such a method of adjust- 
m(3nt would be frustrated by the extreme difficulty and 
uncertainty of testing the quality of tcia at the Custom- 
house. As before remarked, the inequality to which we 
have just alluded, and from which taxes* when levied upon 
commodities cannot as a general rule be freed, must as far 
as possible be compensated by making other taxes, such as 
the income-tax, fall most lightly on those who are the most 
injured by the particular inequality which we have just 
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described. These considerations induce us again to renuai’k 
that equality ot taxation can be most offeetually sco ured, 
not by framing any one tax in olxidieuce to Adam Smith’s 
first rule, but by a])plying a giuiorai process, s of compensa- 
tion to the whole revenue. 

Let us next iiKjuiro to what extent tnxe^s on commodities 
can be made consistent witli Adam Smith’s Si.^cond rule, 
which states that ‘the amount wliich each inrli vidua! con- 
tributes to a tax oTight to b(‘ (*(‘rtain and not arbitrary.’ 
In one sense almost all taxes on (*ommoilifi(‘s strictly obey 
this rule or ])rinci])Ie of taxation. 1dic ])roflu(HT or im- 
porter of a tax(Hl commodity can always know the exact, 
amount which the particular tax will levy upon him. If 
tlic duty on tea is (k/. per pound, the merchant who im- 
ports a cargo of tea can calculate wdth stri<*t accuracy tlu‘ 
amount of duty which tlu' tea must pay; (he. same remark 
applies to the prodii(*er of a taxed comnuxlity such as btau’. 
The only case in w'hich uncertainty can arise is wdum a tax 
is ?nade ad vidorem, Ix'canse tlna) tlu‘ (i‘st wdiich the 
(h>vornnjenl apj)lics to ascertain tin; \'alm' of any com- 
modity may be uncertain and imperf<*ct in its o])crafioii. 
'I’here has been ai) instance <jf this in tiu' financial 
measures of Mr (xladstoiui. Within a finv ycnirs the spirit 
dutic^s have b('en raisc'd, and when Mi Gladstone ])ropos(‘d 
in 1(S()() a grciat reduction in the duty on wim', ho hdt that^ 
the difference betwtam tin*, duty on win'.‘ ami s])irits w\‘is so 
gn*:it that the n'vcnue might be deframh‘.(l by mixing 
spirits with wine, and ini[)orting the wdioh* as wine. With 
a view of preventing such a fraud, he prcposeil to tax wine 
ill projiortiou to th(^ amount of aleohol it eonlaiiKMl. The 
plan which was adopted to ascertain the «]uaiitity of this 
alcohol was denounced by those engaged in the wine track? 
as most vexatious ; and they chic*.fiy based their com- 
plaint upon the- uncertainty of the tax wdieii it. wxis so im- 
posed, for they affirmed that th(?y never c.ould tell befi.ire- 
hand the amount of duty whieffi any ])arti(?ular wine would 
have to pay. It must, howe\mr, bo admitted that such 
uncertainty witlj regard to taxes on commodities is ex- 
ceptional, and rar( 3 ly if (*ver (?xists, unless an attempt is 
made to adjust tin; tax according to some ad valoi'em 
standard. 

The third rule of taxation laid down by Adam Smith 
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affirms that 'every tax ought to be levied at the time or in 
the manner in which it is most likely to be convenient for 
the contributor to pay it;’ the inquiry must therefore be 
made whether taxes on commodities are generally con- 
sistent with this rule. In making this inquiry it will be 
necessary to distinguish the real from the nominal payer of 
the tax ; for it has been already stated that the burden of 
these taxes really falls upon the consumers of a commodity, 
although the tax is generally levied from the producer or 
importer. Taxes on commodities are no doubt paid, as far 
as the consumer is concerned, at a time and in a manner 
which is most conv(‘nient; for the tax is in fact levied 
upon th(i consumer at the time when he pays for the com- 
modity which he may purchase. But the producer or im- 
])orter of a commodity may be called upon, in consecpience 
of defective financial arrangements, to pay tlui tax at 
a time and in a manner most inconvenient. Sonuitirru's 
the iiKJonvenience just alluded to is entirely due to in- 
judicious financial arrangements; sometimes, however, it 
is inherent in the nature of the tax ; when this is the case, 
tlie tax ought not to be imposc^d, excejit as a financial 
necessity. For instanc(.‘., it seems that the d\ity on hops 
could not be levied, except in a manner which was most 
inconvenient to the growers of hops, and thus a strong 
argument was provided for the repeal of this duty. Hops 
were taxed at so much per pound, whatever was the (juality 
or quantity of the crop; the tax was assessed immediately 
the crop was gathered in, and the hop-grower was com- 
pelled to pay the duty at a certain definite time, whether 
he had sold his hops or not. The hop crop is so uncertain, 
that tJie grower coiild never accurately calculate how much 
he should be called upon to pay. If he were not a man 
of large capital, he was compelled to sell his hops, whe- 
ther he wished to do so or not, in order to pay the duty. 
A too abundant crop was also a great disadvantage to the 
grower ; the demand for hops does not vary greatly from 
year to year, and, consequently, there must be great fiiic- 
tuations in the price of hops, since the cro^) of one year is 
(jften three or four times iis great as the crop of the next 
year. The amount of duty which a grower had to pay 
was proportionate to the abundance of th^ yield, and it, 
th(irefure, not unfretpieutly happened that a large crop 
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was most disastrous to the grower, because the maxinium 
amount of duty had to be paid when the price of hops was 
extremely low. These, and other inconveniences, seeim‘d i 
to admit of no adecpiatc) remedy, and therofon* ihe hop, | 
duty has been most properly repealed. | 

It generally happens that many of th(^ inconvenie?ices | 
connected with the time an<i manner e^‘ levyirpg a tax on I 
a commodity (^an be greatly diminislu*d by ])roj)er financial I 
arrangements. As an example, the Ixaiding houses inav 
be referred to, which oficT great faeilitit's and advantage's i 
to those who import taxed corn modi ti(‘s, A iiKuvhant may I 
not wish immediately to sell the goods In* imports, lu; is, I 
therefore, permitted to place tlnun in l)ond, and as long ^ 
as they remain in bond h(‘ is not compt'lled to pay any j 
duty upon them. This, no doubt, is a just arrangeimmt, ' 
because the Gov('r])ment intends that (he (Muisumer of tlu' : 
commodity should re ally pay the (ax imposts! upon it ; j 
therefore as short an Interval as possil)l<> ought to (‘lapst* | 
Ijc'tween the pavnumt of the duly and tlu* sa,le of a com- | 
modity. Th(i merchant simply advances tlie tax, and if, 
repayimmt is defejred, lie will be comindh'd ((» emjdoy a ; 
greater capital in his bnsiiiess, and tluj consimu*r will Ix' 
consequently charged a higher price for the, comniodity. 

The last rule of taxation propoundtsl by Adam Smith 
athrms that ‘every tax ought to h<‘ so contrived, as both 
to take*, out, and to keep out of the pockets o]‘ tht' })eopl(‘ 
as little as possible: over and ab()V(* wluit it brings into 
the public treasury of the State.’ Il- luis Ix'en pnwiously 
stated that any tax wliicli is expemsive to l(‘vy will Ix: 
inconsistent with tins rule. Thcj sanu^ remark holds trm* 
if a tax diverts labour Irom a productive to a more un- 
productive employment; if it encourages smuggling, and 
lastly, if it necessitates restrictive regulations with regard 
to the mode in which any trade or industry is con- ; 
ducted. Taxes on commodities cannot, as a gom'.ral rule, ; 
be completely free from all the faults wliicdi have, been ; 
just described, but the faults may be much mitigated by ' 
proper financial #arrangeinents. A tax, whcdlier levied cm i 
a home-produced commodity, or u]X)n one whi(di is im- 
ported, must be expensive to collect. A great number of j 
excise and custom officers must be employed to assess and ! 
collect the tax; and an enormous outlay is often required 
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to prevent >smuggling and other kinds of fraud. Smuggling 
is much more easily prevented in an island like our own, 
than in a country where a great (extent of land frontier has 
to be protected. The difficulty of guarding 2000 or 3000 
miles of frontier would render the imposition of custom 
duties most undesirable in such a country as America. 
The ex})enso of collecting a certain amount of revenue by 
taxes on commi)dities is very much diminished, if the taxes 
are confined to a few articles of general consumption; 
when a tax is iniposed upon some article of limited use, 
the cost of colh‘cting ihe tax is always enormous in pro- 
portion to the amount yielded to the State. About thirty 
years since, the tariff of this country contained a list of 
300 or 400 articles which were subject to either excuse or 
custom duties. The great majority of these duties have 
been most pro])erly repealed, and at the present time, 
tobacco, tea, coffee', wine, foreign spirits, and a few 
other articles, are alone subject to custom duties ; beer 
and spirits being the articles which chiefly contribute 
to that portion of our revenue which is raised by excise 
duties. Again, with regard to smuggling, there can be 
no doubt that it is much discouraged by the removal of 
extremely high duties on articles which contain a great 
value in small bulk, and which can therefore be readily 
concealed. A tax on a commodity may, however, in 
various ways which are not so frecjuently noticed, take 
out of the pockets of the taxpayer an amount which 
greatly exceeds that which the tax yields to the State. 

In the first place, it may be stated that when a com- 
modity is taxed, th(3 price which the consumer has to pay 
for it is increased by an amount which often exceeds the 
amount of the tax. Thus lot us take th(} case of a tax 
being levied under very favourable circumstances, and 
suppose, as an (example, that a retail grocer buys so many 
chests of tea direct from bond. The amount of tea which 
he buys we may assume to be 3000?.; the value of this 
tea would not probably exceed 2400?., if tea were admitted 
duty free, because, considering the average quality of the 
tea sold, the duty on tea may be estimated at twenty-five 
per cent, upon its value. The grocer, when he sells this 
tea retail, will, of course, expect to realise the ordinary 
trade profit. This profit we will suppose to be twenty per 
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cent.; the grocer will therefore obtain :UiOO/. for the tea, . .book iv. 
which cost him :3000/., whereas if it wa'-re net tor the duty, I . 
the grocer would bo obHgiul to givii only 2tOOZ. for the 
same quantity of tea, and would Ik? reiuunerati'dwith tli(' 
same per-ceiitago of profit, it he? sold his h^a to his c?us- 
tomers at such a price as would realise lor liiiu 2(S80Z. It 
therofon? appears that t.l\o?\i.- who pun'.luise this tt‘a [)ay 
720i. additional for it, iilthough oidy GOl)/-. o1 this oinount 
is received by the Govermnenl as duty. H(‘uce, upon t.liis 
hypothesis, the duty takes out of th(‘ |) 0 (?k(‘ts of the tax- 
payers twenty per cent. mor<? than it gh'(‘s to the reveniu? 
of the State, lliis is the most serious objection which Thin in 
can be urged against taxi's on commoditic?s, iind it is 
one which has not been ad(?(juately considered. It must, 
moreover, bo remembered that the case just described against 
does not as a genmal ruh? ad(?([uately represent the 
amount which a tn.x ou a commodity kc?eps out of the 
]K)ckets of the peo})K‘ b(?yond what it yields to the State. 

For instance, it has been assumed thaX tlio tea is pur- 
chased by tile rt'tail grocer dire<*t from bond, but no doubt • 
it much more freipiently happens that the t(.?a, after it is 
taken from bond, passes through the liands of four or five 
dealers, before it is ulliinately sold to tlu' consumer. If, 
therefore, it is supposed that tea pays a <luty of twenty- 
five per cent, upon its value, each of t)ies(‘ deal(?rs will 
riKpiire twenty -five per cent, more ca]>ital to conduid. 
his trade in ti'a. The ordinary proiit of trade must be 
realised upon the additional capital which is thus re- 
quired to be employed; consequently, wdien a commodity 
is taxed, the consumer is generally compelled to pay for 
it a price which is increased to an extent considerably 
exceeding the amount of the duty. 

A more serious defect cannot belong to any d^ -- fe CirP 
that it should take from the taxpayer an amburtl 
greatly exceeds that which it yields to the revenue. 
defect, to a greater or a less degree, accompani(\s all indi- eomhwdi 
reel taxation; for all iiidirc'ct taxes are in ibe lirst instance 
paid by the producers or iin])orters of a. ceininodity, who 
are remunerated by tin? increased ])ri(?e which the eon- | 
sumer is compelled to j)ay. In every inslance, some time 
must elapse between the payment of the duty and the sale 
of a commodity, and, consequently, the trader who lirst 
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advances the tax must wait for a certain time before he is 
repaid by the consumer. But the trader is compelled to 
employ a portion of his capital to make this advance, and 
upon this capital he will cxi)ect to obtain the ordinary 
trade profit; this profit the consumer must return to him, 
in addition to the amount of the tax. This most serious 
defect, though inhermit in all taxes on commodities, may 
be very much diminished by proper precautions. Thus it 
is evident that as short an interval as possible ought to 
elapse between the levying of a tax on a commodity and 
the time when it is ready for consumption. On this ac- 
count it is much more desirable to tax mainifactured 
goods than the raw material. In order to illustrate this 
point still liirther, l(‘-t us briefly trace the different results 
which would be produced by a tax on‘ raw cotton, and by 
a tax on cotton goods. 

It may be assumed i.hat the two different taxes yield 
the same amount to the revenue. L(jt it, in the first 
instance, be supposed that raw cotton is taxed, and that 
; a ■ manufacturer who purchases 10,000?. worth of raw 
cotton has to pay 1000 ?. duty. The tax, thendbni, com- 
pels him to employ a capital of 1 1,000?. instead of 10,000?. 
Upon this additional capital he will expect to realise the 
ordinary trade profit, which may be assumed to be ten 
I per cent. At the end of a twelvemonth h(' sells the goods 
which have been manufactured from this raw cotton to 
I warehousemen ; since, however, the duty imposed on the 
, raw cotton has necessitated the employment of 1000?. 
additional capital, the price of these manufactured goods 
must, in consequence of the tax, be? increascKl by 1100?., 
: and not by 1000?., which is the amount really received by 
I the Government ; for if this were not so, the manufacturer 
would not be adequately compensat(3d for the capital em= 
ployed in his business. 

Let us now make a second supposition, and consider the 
tax to be paid upon the manufactured goods. Then the 
manufacturer would not be called upon to pay the tax 
until his goods were actually purchased by the retai: 
dealer, or warehouseman, and consequently the tax would 
not compel him to employ a larger capital in his business 
In this case, therefore, the price of the goods, when sole 
by the manufacturer, will not be increased by an amouni 
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exceeding the amount of the tax. It, therefore, appears ! ^ iv. 
that a tax on manufactured goods, if it vim be easily i . ch. in. 
levied, is far preh^rable to a tax on raw material It, | TJn> 
however, not. unfrecpiently lia])pens that a inaniifaetured ! 
commodity cannot b(‘- taxed without subjc'.cting tlie par- | 
ticular track*, to the most injurious InU'rfen'iu'c : foi* in tfx 'con- 
ord(.T to assess an excis(* duty, and in order to |)rev(Uit 
fraud, various kinds of rostrictions, with vegan i to thc^ 
particular mode* in which track* is (*avri(^d on, must. lx*, en- 
forced, and great annoyance is oft en caiis(‘d l)y t he* V(‘xa- ! 
tious visits of the (excise* ollicers. Thus lew taxc‘s on i\ \ Ta.rex nn 
inanufacturcHl c*oniTnodity could Ik* ass(‘ss(*d and crollectc'd i 
with greater facility tlum tin* duty on malt, yvt maltst.(‘rs ' ever.'rauxl 
wcu’ci compelled to ca,rry on tlu*ir trad<* acvojdiiig to ca^i’tain (nmonuncc 
strict rules. Notice, for in.stance, had to be given wlu*n 

' o wduft 

the bark‘y was t.o be wettc‘d ; the barley, whcai vv(*tt.ed, 
had to lx* thrown out in a particular maniM*r on tlu* d(x>rs 
to bc^ dric'd, and tin* ('xcisemau could visit t.hi* malt-house* 

W'henevc*r In; ])h*ased. Tlicxse hindrances to trade* w(‘]’(‘ 
justly rega.i'(k'd as so serious that they lbrm(*.d oin* of tin* 

(.‘hic*.f r(.*asons why, in JM«SO, it was ck*i«‘rnnn(‘d to substitute* 
a duty on beer for tin* duty previously h'vied on malt. 

Such ir»t(*rf(*.ren(.;e would be a still mon* serious (*vil, if 
some commodity should lx; taxed which involv(*d comj>li- ’ 
cat.cxl {)r()CH;sses of manufacture*, cxieh of wdiieh had to be; 
conducted according to c(;rtaiii rules, and to lx* waic.b(;d by ! 
t loveninient ofheers, in (U’(k*r not only to ]>re\'ent fraud, but ; 
to assess the tax. Such iiit.erferc*nee would op]X)S(* an in- ; 
surmountable obsta.ch‘ to the dt*velopment of a branch of 
industry, for all that (‘iiterprisc; would be checkc'cl which 
stimulatc;s t he intivxluctioii of machinery, and other in- ! 
dustrial im])rovements. 

The remarks hithc*rto made in this chapt(*r have been 
restricteni to the import duties and to the c;xcLse duties ; 
that are imposed upon the exunmodit ies wliich an; con- ! 
snmed in the countiy; the; Govc*riiment, in fact, intends | 
that the burden of tluiso taxes should tall on tin; con- | 
sumers. It is, however, manifest that various c;x]xjrted < 
commodities may be also taxed ; but it. has been thought 1 
desirable to consider separately the operation of export | 
duties, because these duties are imposed with the view I 
of shifting the burden of the tax upon foreign, countries. 1 
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It will, moreover, be shown that, contrary to 'popular 
opinion, it almost invariably happens that, in attempting 
to tax the foreigner, the country that imposes an export 
duty taxes itself. 

To discuss the operation of export duties, it will be 
necessary to recall some of the principles which were 
established with regard to international trade. When 
investigating that subject it was ])roved that there is a 
constant tendency in operation to make the exports of a 
country pay for its imports; it was also shown that the 
amount of profit which each country derives from inter- 
change of commodities varies inversely with the demand 
which the one country has for the products of the other. 
Let us, therefore, bear these principles in mind when 
tracing the effects of an export duty. One of the most 
recent export duties that has been proposed was an ex- 
port duty upon coal; this financial measure met’ with a 
considerable amount of su]>port in Parliament in 1800, at 
the time when the details of the commercial treaty with 
ik-ance were being discussed. Lot it bo assumed that a 
duty of 26*. was hi vied upon each ton of coal exported. 
The price of English coal in foreign countries would, in 
conse(|uence of the tax, be increased two shillings per ton. 
The demand for commodities always varies inversely with 
their price, and therefore this increase in the price of coal 
would diminish the demand for English coal in foreign 
countries. The export of coal from England would conse= 
([ueritly be diminished; the decrease in the export would 
be greater with regard tcimiiie countries than with regard 
to others. France, for instance, purchases coal from lleh 
gium, and if Belgian coal remained untaxed, France might 
probably cease to import coal from England if our coa: 
was subject to an export duty. It, therefore, appears that 
the first result of any export duty would be to diminish 
the amount of our export trade. The commodities which 
were subject to an export duty would decline in price ti 
the home consumer in consequence of the foreign dernant 
for them being checked. It might, thei;efore, seem that 
an export duty on such an article as coal would confer tw( 
great advantages on the general body of the taxpayers 
in the first place, it would cause foreigners to contribute 
to our revenue, and thus relieve us of a portion of ou: 
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taxation; secondly, the price of coal would be reduced, 
and this would be advantageous to the nation at large. 

It may, no doubt, be urged as a set-off tu these apparent 
advantages, that tlie coal trade would sutler iu eonsecjucuiee 
of this diminution in the export of coal, and that the 
owners of collieries would realise smalh'r profits, owing to 
the fall in the price of coal, ll may. hewover, 1u‘ nfioined, 
that the loss which thus accrues to those engaged in a 
particular branch of industry is mor<; than compc'iisatt d 
by the advantagt^s which we have shown would be con- 
ferred uy)on the general body of th(3 laxpayi'rs. But. an 
important point still rcanains to Ik‘ dehaai'iincd ; for tht‘ 
effect which might be produced upon (uir im])ort trade, if 
our exports were checked by tho iinposiUon of a duty, has 
not yet been (xmsidta-ed. 

In order to investigate this (piestioigit may be supposed 
that an export duly upon coal has caus(‘d France to ceasc‘ 
importing coal from I his country. If has be<m alrearly 
pi’oved that (‘xports an* excha.ug(‘d for imports ; it is, tluT(‘- 
fore, manifest that if the export tiade of a. country is di- 
minished, the amount of her im|.)orf.s, otlu'r things n‘- 
maining the same, must also be dimimshe<l; (his must 
b(3 so, because the com modi thjs which ar<‘ c‘X]M)rted pay for 
those that are imported' Such a dt‘croas(i in the ibnngn 
trade of a country must diminish nafional wealth ; sinc<‘ 
it has been shown that foreign coinmeT’ce increases the 
t'fficiency of labour and capital, by enabling (‘ach country 
to apply itself to those branches of industry for which it 
possesses the greatest natural advantages. It, therefore, 
follows that the (piestion, whether or not an export duty 
is advantageous as a financial measure, must be mainly 
determined by the (dreumstanecs of each special (3aso. 
For instance, it is quite possible that an export duty 
may entirely prevent the export of a (jommodity; this 
would no doubt be the result if an export duty wore in 
this country imposed upon silk manufactiiriis. The com- 
petition between France and England in the silk trade 
is extremely keei^; on the one hand, France has cheap 
labour, and her clearer climate is supposed to give a 
superior colour to her dyes. On the other hand, England 
can perhaps manufacture more economically, because she 
possesses more perfect machinery and cheaper fuel. It is 

F.M. . NN 
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consequently difficult to decide whether France or Englar 
can sell silk goods to foreign countries at the cheapest rat 
It is, therefore, evident that the imposition of even a sms 
export duty upon English silks would, as far as this branc 
of industry is concerned, completely drive England fro 
foreign markets. The prosperity of an important bram 
of industry would thus be imperilled, and an export du 
under such circumstances would be most disastrous ai 
indefensible. 

A much more favourable case for thci imposition of 
exi)ort duty will next be considered. It cannot be disput 
that the United States have hithc;rto possessed to a gre 
extent a natural monopoly for the growth of cotton. I 
other country has been able to produce cotton of so go 
a ([uality at so (ffieap a rat(3. Let us, therefore, trace t 
consequence which would have ensued if a small expc 
duty, say of a halfpenny or a penny per lb., had been ii 
posed upon American cotton. Even so small an export dr 
as this would have yi(3lded a considerable amount to t 
revenue of the United States. Foreign countrhis who p' 
chased American cotton would, of courses, be compelled 
pay this duty, and it will, therefore, be instructive to ineju 
whether such a financial measure would in any way he 
prejudicially affected the material interests of the Uni' 
States. The first effect of such a duty would manifes 
be to raise the price of American cotton in all counti 
which import it, by an amount at least equivalent to ’ 
duty. If th(3 duty was a pciimy per lb., England would 
compelled to pay sixpence instead of fivepence per lb. 
American cotton. It may be perhaps thought that f 
rise in the price of American cotton would induce Englt 
to obtain cotton from other sources of supply; this, 
doubt, would be so, if other countries possessed the sc 
advantages for the production of cotton as America, 
therefore, follows that it would be most unwise to imjr 
an export duty either on a raw or a manufactured c. 
modity, if the commodity could bo produced on as favc 
able terms by other countries as by the country wl 
imposes the export duty. But with regard to cottor 
was shown during the civil war in America that, witi 
the United States, it is impossible for England and o' 
countries to obtain the quantity of raw cotton which t 
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require. The available supply from other sources was 
in fact so limited, that a rise in the price amounting to 
200 or 300 per cent, failed to bring ns so larger a <]uaritity 
of cotton as wo wore willing to purchase at evmi tht'M* high 
rates. Until, therefore, the resources of India and other 
countries are more fully developed, it canm^t be siq)posed 
that we should resort to otlu‘.r couiitri.s for raw col ton if 
the United States imposed a small export duh upon this 
material. The rise in the price ol‘ cotton which would he 
caused by this duty would slightly diminish tlu^ (luantity 
of cotton which sucli a countiy as Ejiglaiid would purchase. 
If the English manufacturt'rs have to pay a hig]u;r j)rice 
for raw cotton, they must cliarge a higher f)ru*(^ for manu- 
factured goods, and if the price of (*utton goods is incrc'ased, 
the demand for them will he diminisluMl. But a very 
slight rise in the price of cotton goods would h(‘ suflic.itml 
to compensate tlu- manufacturer for a. rise in tlie jnicr^ of 
ihe raw material, and so slight, a rise* in pi‘ici‘ would (exert 
but little infliKuice upon the d(‘maod for a commodity 
which is not us(‘d as a hixury, but whhdi serves to provide 
one of the necessaries of life. It is iui])ossihl<' to pn^diet 
the position which the cadtivation of cotton jn-ay in futur(‘ 
occupy. The Unikul States had, for some tinu'. jmwious 
to the war, possessed a natural mono]Kdy for the growth 
of cotton ; as long as this natural numopoly continued, 
the imposition by th(^ United States a. small export 
duty upcm raw cotton would have, hovu ]K)litic, con- 
sidered merely as a timincial measunx Although, in the j 
special case just investigated, we have spokem somewhat | 
favourably of an ex])ort duty, yet it must, lx* hormj in ; 
mind that our remarks were based on t he fact that the ’ 
United States j)ossessed, with regard to tin* growth of 
cotton, a natural monopoly. This, thi^rcd’ore, is (piite an 
exceptional case : an export duty would almost invaria])ly, 
as shown in a previous example, jeopardise the* (*x]xjrt 
trade' of a country, and thus diminish tin* national wealth. 

We have hitherto, in this chapter, considered that im- 
port duties are iry posed for the sole pur|:)os(; of obtaining 
revenue for the State. But until a very r(.*c(‘nt ])eiiod it 
was almost universally believed that another inost im- 

C| 1 [Of the total amount of raw cotton imported into the United 
jtingdom in 1880, nearly three-quarters came from the United States.] 
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portant end was attained by import duties. Fifty yea: 
since, the theory of Protection was as generally accepte 
in this country as it is now discarded. In America, 1 
France, and in most continental countries, the great m^ 
jority of politicians are even at the present day ardei 
protectionists. It is, therefore, still extremely importai: 
as a practical question, to investigate the effects of impo 
duties wlnni they are imposed for the double purpose 
; obtaining revenue, and of protecting native industry. It 
1 quite evident that an import duty can be easily arrangf 
' so as to obtain the double object. We have already, f 
! instance, alluded to the closeness of competition in tl 
silk-trade, between France and England. If, therefor 
I an import duty, say of ten per cent., should be placf 
I upon French silks, and if at the same time Fiiglish siU: 

; should be subject to no excise duty, it is manifest tlr 
I French silks would probably be almost entirely excludt 
: from the English market. A similar end might be a 
tained with regard to all other imported commoditi 
* which compete with commodities of th(? same kind pr 
(luced at home. It is, consequently, possible to limit, 
j altogether stop the importation of a commodity, by su 
1 jecting it to a sufficiently high import duty. 

I The principles which have been established with rega: 

I to international trade clearly prove the loss which tl 
I nation suffers if protective duties either prevent or chec 
j th(^ importation of commodities. When trade is carri« 
i on between two countries, the wealth of each is increase 


1 because (iach country is enabled to apply its labour ai 
cayjital to those branches of industry for which it pc 
; sesses the greatest natural advantages. Thus, reverting 
I our previous illustration, it has been assumed that tl 
j cost of growing corn, compared with the cost of producii 
i iron, is much less in FVance than in England. It mF 
for instance, be supposed that a ton of iron costs as mu( 
to produce, in France, as ten sacks of wheat ; whereas, 
England, a ton of iron would only be equivalent in val 


to six sacks of wheat. It is, therefore, e^sy to perceive t 
loss which FVance and England would both suffer if pi 
tective import duties imposed in France upon English ir 
should prevent the importation of English iron into l>an 
and if protective duties imposed in England upon cc 
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should prevent the importation of French wheat into 
England. Such a protective tariff would cause labour 
and capital to be wasted, or, in other words, would dt'prive 
them of a part of their productive power. Six sacks of | 
wheat cost England as much to produce* as onci ton of 
iron; but if the trade between Englaral and Fiance weio ' 
unrestricted, England might dive^-t a p a-l ion of her labour i 
and capital from the growth of wheat to l^lu* |)rodiiction 
of iron for France ; it would be manifestly greatly to i 
the advantage of France to give England eight sacks of 1 
wheat for each ton of iron. Himce, uin t*.stricted trad(* so ' 
much increases the wealth of a. country, that a cm-tain ' 
amount of labour and capital, which Ixdbn* would only I 
obtain six sacks of wheat, now produc(‘s a ton of iron, i 
in exchange for whicli a foreign country will willingly give i 
eight sacks of wheat. ! 

The argunu'iit just adduced, considerc‘d in conjunc- 
tion with the remarks which have b(*en made* upon in- 
t(‘.rnational trade, may b(* regarded as (*onelusiv('ly (h*- , 
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moiistratiijg the injurious effect which is produci-d upon 
a nation by prot(?etiv(‘ duties. Prote<:i.ionisls, hmvevi'r, 
ignore this loss of natiimal wealth ; thiy- advocate tin* 
protective system, because they conceivt* tlud, without, its 
sufiport, some special bi-anches of industry woidd bo un- 
able to compete against foreign countries. Jt. might, ha- 
instance, be argin^d that it wmuld be impossible for tlu? Kng- 
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li.sh farmer to compete against the French farmer, if wdieat 
can be grown at a much cheaper rate* in France than in 
England; on the other hand, it would lx* eijually impos- 
sible for the French iron-master to conpxd.i^ against the 


English iron-master, if cheap English iron is freely im- 
ported into France. Jt is, therefore, plausihly argued 
that free trade is a dangerous experiment, it it should ; 
cause the agricultural interest to be ruined in England, | 
and the iron interest to be ruined in France. It can, 


however, be easily showm that no class of traders can 
either be permanently benefited by protective duties, or 
permanently injured by free tradek Laudowuei*s am the*, 


1 [It has been shown by Sir Lyon Playfair, in a speed 1 (Dec. 1887), | 
.that even in the United States, willi their most elaborate system ot pro- 1 
tective duties, there are 174 niillions of workmen in unprotected in- j 
dustries against 2J millions in protected industries ; and, as might have ; 
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only class that can derive a lasting advantage from pro- 
tection. Property in land may be described as the posses- 
sion of a natural monopoly. The value of this natural 
monopoly may be artificially raised by protection, but 
it can be shown that other circumstances almost invaria- 
bly deprive even the landowners of this special advantage. 

The effect produced by the corn-laws on the position 
of the English farmer, may bo (juoted to prove that 
no class of traders can bo pormaiiently benefited by pro- 
tective duties. The restriction which the corn-laws im- 
posed upon the importation of corn no doubt increased 
its price in this country; it was, therefore, concluded 
that prot(;ctioii, because it increased the price of corn, 
conferred a special benefit upon the English fiirmers. 
It must, however, be borne in mind that permanent low 
})rices are as advantageous to the English larmcT as per- 
manent high prices. In a country like our own, where 
there is great commercial enterprise, the competition of 
capital is consiatitly exerting a tendency to equalise profits 
in different trades. If the price of all agricultural pro- 
duce should be doubled, the fixrrner s gross returns would 
coiteris paribus be doubled; his profits, therefore, would 
be enormously augmented, if he were able to appropriate 
to himself all these additional returns. But if the profits 
of the farmers, or of any other class of traders, should be 
greatly increased, an active couqietition for farms would 
be at once stimulated, the rent of land would consequently 
rise, the profits of the farmer would soon be reduced to 
their former .amount, and thus the landowner, and not 
the farmer, would be ultimately benefited. Again, if the 
price of agricultural produce should be reduced by foreign 
importations, the profits of the farmer might be greatly 
diminished ; traders, however, will cease to carry on a 
business, if they arc unable to realise from it the ordinary 
rate of profit. Landowners will, consequently, be obliged 
to submit to a reduction of rent ; hence, it is not the 
farmer, but the landowner, who would ultimately suffer. 
Of course, farmers may be temporarily benefited by a 
sudden rise in prices, or temporarily injured by a sudden 
fall. For instance, many farms are let on lease, and 

been expected, that the highest rates of wages in America are earned ir 
the unprotected industries.] 
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the rent of such farms cannot therefore be oitlier imme- 
diately raised or immediately lowered. When, moreover, 
the profits whi(!h are realised in a particular trade are 
affected by a sudden change of prie.es, a <'onsider€ablo time 
must elapse before the trade is again restored to its 
normal or steady condition ; during this inloi val the trader 
may either secure exc(‘])tiona,!ly great gains, or may have 
to submit to an unusually lo\v rate of prolu. 

It has be(m proved, as a possible th(‘orcticaI result, that 
the landowners may be injunnl by the abolition of [n’o- 
teetive duties. Tluj exj)erience whicl) lias been derivi'd 
from the introduction of fre(‘ (rade into this (Country has 
shown that the landowner will gmierally reia'ivi^ eompeu- 
sation in various ways. During t.he last few yiiars iliere has 
no doubt bemi a considerable ilejiression iii English agri- 
cull lire, and nuits have fallen. Still, howeviu*, the value of 
agricultural laud, exc(‘]>t iu a few eases, is inu(!h higlier now 
than it was bidbro the (^orn-iaws wer(‘ rejnaihHl, and it sce.ms 
coi’lain that as the (le]m‘ssiou has l)(*en moinly produced hy 
a. ‘^ueeessioii of bnd si.'nsnns, there will ’oe .igtiiii a. rise iu 
r<mts wlien morii favouj‘al)l(‘ times return. The lisidn rmit 
and tin*, ineroasi' in the value of land whhli, indil (juito 
rc'ceiitly, took place almost uuintiaTuptcj^lly after tJu' intro- 
(liietiou of freii trade, may b(' readily lixplahu'd ; ior al thougli 1 
the pi Ice of wheat has been reduced In toreigu importa- | 
tioiis, yet a more than eorri'.sponding risi has talom ])la.c(‘ iu i 
tlie price of other kinds of agricultural protluct*. Mi^ataud | 
dairy produce are mui*ii di^arer now than they were pre- 
vious to the repeal of protective duti(.vs. It must, moreover, 
be rememberiHl that the rise in the price ol these; artich‘s 
is in a great measure due to free tTade. Our commerce;, 
released from the trammels of proteu-tioii, has expanded in 
the most extraordinary manner. An augmentation iu our 
export trade amounting to more than 150,000,01)0^.' repre- 
sents an enormous addition to the accumulated wealtdi, or, 
iu other words, to the; cujiital of the country ; but if the 
capital of the country is augmented, the amount s])ont in 
wa^ms is sure to be iiKTeased, and thus the. additimial 
« wealth which has been created by unrest ric.'tcd commercial 
intercourse has been distributed amongst the nation at 

1 [The total exports from the United Kingdom in 1840 were 
51,000,000^., in 188C they were 212,000,000/.] 
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large. The population having largely increased and the 
people having been made wealthier, a greater quantity of 
meat, dairy produce, and beer is consumed. No commo- 
dities of a perishable nature can be easily and cheaply 
imported. Hence, meat and dairy produce have risen 
greatly in price since the introduction of free trade ; 
farmers have consequently been able to pay higher rents 
than they could when they were protected by prohibitive 
duties, and for many years after the introduction of free 
trade growing prosperity for the landed interest was sub- 
stituted for the impending ruin which was so often gloomily 
predicted by protectionist statesmen. 

Forengn competition may, no doubt, cause some parti- 
cular branches of industry to be altogether relinquished, 
if the industry has been artificially sustained and fostered 
by protective duties. As an example, it may be men- 
tioned that this country, following the example of France, 
might have imposed high import duties upon sugar, with 
the view of encouraging the liome-maiiufacture of sugar 
from. beet-root. A home-sugar interest of great import- 
ance might thus have been artificially created ; if, how- 
ever, the support of protection should be removed, it 
; would be impossible for the producer of home-grown sugar 
, to compete against the foreign importer ; this particular 
, department of native industry would therefore be imme- 
i (liately destroyed. Such a destruction of a branch of 
I industry may be perhaps regarded as disastrous, because 
i it may be thought that labourers would be thrown out 
I of employment, and capitalists would be deprived of 
j an eligible investment for their capital. The labourers 
I engaged in one particular kind of industry no doubt 
j suffer a loss if they are compelled to relinquish the 
I labour to which they are accustomed ; each branch of 
j industry requires some special skill or knowledge, and 
I consequently those who are compelled to engage in a new 
! kind of labour lose the advantage of their accpiired skill, 
j Again, employers always suffer a certain amount of loss if 
they are obliged to relinquish the industry to which they 
are accustomed; they also possess a special knowledge, 
which they must to a great degree sacrifice, and capital 
cannot be transferred from one employment to another, 
without considerable waste. In every branch of industry 
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there is a large amount embarked in the form of fixed ! iv. 
capital; machinery, buildings, and plant, cannot b(‘ con- ' * ch» ni. 
verted to a new use without involving great expense, j 
These temporary disadvantages may no doii])t accompany I /or it cun- 
the removal of protec.tive duties, but an abundant c.om- j 
pensation is providc^d by tin*, great beiu'fits which are sure tn 

ultimately to result from free commercial intercoiiise. import 
The general body of the consum('rs arc iirovided with 
cheaper commodities, and the wealth of the country must 
be increased, because labour ami capital an ^ both rendered iinci)}!i 
more productive. The pi*incipa.l argunu'iit which forcugu 
])rotectionists still urge? against free (ra.di‘ would be re- 
moved, if it is onc(^ clearly perceiveil that it cannot be any I 
loss to a country to import commodit ies instead of pro- j 
ducing them. If (umimodities an* importe<l, commoditi(‘s j 
of an equivalent value must be ex))ort<‘d to ])ay for those ; 
whic.h are imported. If, th(T(“fore. t-lu* introduction of j 
free trade caus(!S a, nation to ])un*Jiase commoditu‘S, in- j 
stead of ])roducing th(‘m herself, the aggn'gal.i' >v<‘alth in 
the (uaintry ennnot be diminished — labom a/nl caj)it'al an' 
simply transferrc'.d from one indust.ry to anotluT ; since, 
if a greater amount of commoditit's is purchased from 
foreign countries, a large*!' quantity must lx* also jmxiuced 
at home, in order to sup]>ly the incn*as<‘.d exjuats which 
])ay for these additional imports. 

The old battle betwa;c‘.n Protection and Free Trade is *i om^i- 
being fought out in our Australian colonii's. Th<^ Melbourne i 
correspondent of the Times, in om*. of his able lett(;rs, tc'lls : '■ 
us that the projectionist ])arty defend tlneir conduct by <*'>' 0 / 07 / ’ 
(piutations from the works of many political economists, [ 
including, amongst otliers, the late Mr »I. S. Mill. It is j 
scarcely necessary to say that Mr Mill (‘xplaiiu'd the mis- 
chievous falhicices ol* })rotiection ])robabl}' more clearly thmi 
any other writer. The. Colonial protectionists maintain 
that he supjKirts their views, because in one j/assage of his 
Principles of Polilietd Piconoinij {vide Book V. Chap. x.)an 
opinion is expressed, that in the case of a y(>ung colony a 
protective duty may occasionally be wisely imposed, if it 
can be clearly !?hown that t-his" artificial encouragement 
may cause some branch ol' industry to be permanently and 
prosperously established in a colony, and if it can also be 
shown that*' this branch of industry might never have been | 
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introduced, if it hiul not been first stimulated and fostered 
by protection. Mr Mill makes this exception in favour of 
a protective duty, because he supposes that any industry 
when first established in a colony has always to struggle 
with peculiar difticulties. The colony, therefore, will be 
placecl under a great disadvantage, if it has to comptjte 
with a C(Mmtry in which some particular industry has been 
carried on for a long period. The colonial trader will re- 
lincpiish this une(|ual struggle unless he receives some 
assistance from th(i Stat(^ in (he form of protection, and 
thus many difienMit kinds of industry, for the successful 
prosecution of which the colony may perhaps havii peculiar 
advantages, will be virtually banished from the colony. 
The arguments of the Colonial protectionists are thus 
presented in their most plausible and lavourable form. 
Mr Mill no doubt put a stnmg case, if we assent to the hy- 
pothesis upon which it is based. But in our judgrmait he 
over-stated the peculiar difficulties which an industry has 
to contend with, when first introduced into a new colony. 
Australia has ))urehased from England nearly all the manu- 
factured commodities she requires instmd of ]>roducing 
i;hem herself, because in England labour, machimjry and 
fuel are chea])er than tln^y are in Australia, lliere is ap- 
panjiitly no njason why these circumstances, which give to 
England a superiority in manufacturing industry, should 
act with less force if the Australians are inductHl to form 
manufacturing establishnuuits by the promise that British 
goods shall be exclud(3(l from their markets. As long as 
labour, machinery, and fuel continue to be so dear in 
Australia, that it is cheaper to buy goods in England and 
to i)ay in addition the cost of carrying them 12,000 miles, 
it cannot be supposed that manufacturing industry will 
thrive in this colony. But if, in the course of a few years, 
the economic condition of Australia should change ; if, for 
instance, labour should become so much cheaper in that 
country, that woollen or cotton goods could be made there 
cheaper than they could be imported from England, then it 
a])pears to us (juite certain that woollen or cotton manu- 
factures would thrive in Australia, and that their progress 
would not be impeded by any special difficulties, which 
are so formidable that they can only be vanejuished by a 
protective tariff. The most serious objection, however, to 
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Mr Mills argunicjiit in favour of protection in a young 
colony, aris(‘s from ihti ditficulty of abolishing a protoefcive 
duty when it has been once imposed. Mr Mill’s ca.s(' rests 
upon the supposition that ])roU ction may Ix' v(Sv»rt(‘(i toa.s 
a temporary expcHlient, am! that whon ihc industry which 
has been thus fosku'ed is streiig enough t^o stand alone, 
the prot(H;tion it has rec{i\e.d .‘an be easily nihujuislu'd. 
The experience ot‘ th(' lTiiit(‘d 8tat(‘s, howev(‘i\ coiuiu- 
sively proves that tlioso who are intei*(‘st(;d, cither as em- 
ployers or employed, in atiy particular industry, which has 
been protected, will not thus vobuitai il\ acMM^pt lr<‘t‘ trade*. 
Mr D. A. VVcdls, the wcil-hnown Anu ricvin economist, has 
said, ‘‘AH. hough the main argunuait, adv;iii(‘ed in the* , 
Unit('>d Statevs in sup])ort ol‘ protective* dutii*s is that their | 
enactmcuit is inteiulcd to subst‘rv.^ a t(*in[M)rary purposes, | 
in order to allow injant industries to gain a- loot-hold and 1 
a devc'lopnicait ag>*ainst forc'ign conpx*! ilion, t.h(*rc* nc'vc'r ; 
has b(*en an instance* in tlu^ hisiory of (In* country when* I 
the n*])resentatives of stich indu.*;tn s, who have (‘ujoyc'-d ; 
proti^ction ibr a. long sc‘ri<*s of y(*ars, ha\'e l)(*(‘n willing ' 
in submit to a n'duction of the taiilf, or h.avc* voluntai’ily ; 
proposed it. But, on the* conlrary, i.h(‘ir deinands for still ' 
hight'r and highc'r dutic'S are insatiable' and in'Vc r intc'r- 
niittedh” It is n 'mark able that thi.- dcm;ind for protc'ction 
should have arisen h\ a community where* tin* wagc'S paid 
an^ higdier than those* Avhich are r(*<-oi\t'd In the labonic*rs j 
of any other country. Mor(u)Vca’, in Austj’alia tlu* position 
of the ca})italist is as satisfactory a?^ ihal of tJu* labour' a. | 
for in previous chapk'rs it has been IVcMpiently remarko*d i 

^ [Tlio lifitUe botAVL’on Protection and Free? 'j’rade i)i Arnv?riea lias , 
entered upon a new ]diase, since in Dec. ISS?, tl>e Pn‘sidt?nt cleclaii'd ' 
in Ins m(?s.Sii'^c to Con^ness that the fiscal system of the United States > 
took from the x)Ockels of Llic taxpayers a sum va.*<tly in excess of what ' 
is needed for tlu^ administration of the (Tovernment. The accumiilafcc;d | 
surj)luses of roveniio over expenditure will, in June, ISSS, reach tlie j 
enormous total of ‘2S, 000,000/. All the debt that <*an lx; [)Mid off has 
been paid, and the Amencian e.xeciitive is embairasse.l by the diiliculty of 
linding some way of dealiii'; with the lar^^e .^ums in its posst.'ssion. 
Presidemt Clovehind denounces the present tniitt wliich take;- inure from 
the citizens of the iuoantry than is rotpiited f<*r liie necessities of the 
state “as an iiidefensihlo (;\t<.)rtion and a culpilile Ix-.uayal of American 
fairness and justice,” “ cibipliiih^ 'jur natimml <*nousies, suspending tlm 
country’s dev(ilopment, preventing investment in productive enterprise, 
threatening financial disturbance, and inviting schemes of public 
plunder. ”] 
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BOOK IV. ^ that in Australia fertile land is so abundant, and as a con- 
V ^ 8e(] lienee the production of wealth is carried on under such 

advantageous conditions, that profits as well as wages are 
extremely high. It is, therefore, evident that the various 
kinds of industry which flourish in that colony must be 
singularly remunerative, and the community must incur a 
serious loss if protective duties should artificially stimulate 
certain trades, which would bo less productive of wealth 
in proportion to the labour and capital invested in them, 
than are the various branches of industry which an^ now 
carried ou. Hence in this, as in every other case, pro- 
tection would exert a mischic?vous tendency to cause 
i labour and capital to be transferred from one industry 
to some other which is less productive of wealth. In 
' Australia the accumulation of wealth may be augmented 
almost without any assignable limit, if a sufticient supply 
of labour is forthcoming ; and the protectionists in that 
country should not lose sight of the fact that their jiolicy 
will make imported comrnoditie^s dearer, and will thus 
diminish th(i advantages which a labourer will derive from 
emigi-ating to that colony. 

' In the present and pr(;ceding chapters, the (thief (fircum- 
I stances conncctiKl with dir(*c,t and indirect taxation have 


A nmpari- been briefly reviewed. Writt^rs on taxation usually mak(3 
son inf re- comparison of these two different systems, and attempt 

made he- balance tint advantages and disadvantage's of each. 

tween di- We think, however, that it is impossible fairly to make 

TiidireH ^ comparison, and the attempt may possibly lead to 

taxation. mischievous results. For instance, if it can be shown that 
' direct taxation is more in accordance with Adam Smith’s 


four rules than indirect taxation, the proposition is at 
once propounded that the whole revenue of the State 
ought to be raised by direct taxation. Some of the evil 
consequences which would be pn^duced if such a proposal 
1 were carried into practical effect have been explained in 
• Such this chapter. Direct and indirect taxation arc both re- 
(jenerai spectively accompanied by certain defects and ineciualities 
soiuare which can only be partially remedied. It is impossible 
fntile. to decide with certainty, whether the defect which may 
belong to a direct tax is comparatively of greater moment 
thafi another defect which may be inseparably connected 
with a tax on a commodity. Thus an income-tax may 
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retisonably objected to on two distinct grounds ; in the 
first place, it; taxes saving-s, and tlierefbr<‘. discourages the 
accumulation of capital ; in the second place, it cannot be 
accurately assessed with regnrd to certain classes of in- 
comes. All taxes on commodities are, ho\v(!ver, subject to 
certain imperfections which are peculiar to this ])articnlar 
kind of taxation. Thus a tax on a c.ommodity can be 
seldom made ad valorem, and thei\‘for(‘ siudt a commodity 
as the tea which is purchased by a ])ooi* man, is far more 
highly taxed than the tea which is purchased by tlu^ riidi. 
What test, therefore, will d<‘(ad(‘ whether the itK'cpiality 
consequent upon the (lifficulty of making tax(\s on com- 
modities ad valorem, is of mor<‘ s(n‘ious moment than 
the discouragement whicdi an incom(‘-tax places on th(‘ 
accumulation of capital ! 

It should, raoreov(.‘r, be remembere<l that some partietdar 
section in the community must suftbr a special injury, if 
th(3 incidence of a tax is imc(jua,l and unfair. ]ne<[uality 
of taxation n^ally signifies that a tax takes an undue 
amount from sojiit* one class; it is, ilu'refore, evident that 
all the partic.ular def(‘(tts which belong to each ta,x would 
bc‘ ‘intensified, and would produce a (‘onejmtration of in- 
ecpiality with regard to some one class of tln^ (community, 
if any tax should be so greatly increased i.hat a larger part 
of the revenue should be raised by it. Fo]’ in.staiic(‘, th(' 
advocates of diree.t taxation would rep<‘ai most of the ex- 
isting taxes o}j commodities, and would substitute an iii- 
come-tax in their place. An income-(ux of 4s. in the 
pound would thus be probably required, ami such a tax j 
could not bo raised without increasing tin? ewil conse- i 
(juences of an income-tax in a far gr\eater ratio than the ; 
increases in the amount of the tax. Thus it is probable i 
that our present income-tax does not to any serious extent ! 
discourage the accumulation of capital. But an increase i 
of the income-tax to 4s. in the pound would so powcTfully j 
check the accumulation of capital, that the })ro(luctiun of j 
wealth would be greatly diminished, and the amount I 
spent in wages would also be. so much dei‘roaso<l, that the 
wages of the labourt.^rs would he considerably reduced. I 
Again, if the chief part of th(‘. revenue of the State were j 
•Mised by an income-tax, the inequality of taxation would j 
greater than any existing at the present time, since j 
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certain classes, such as traders and manufacturers, can 
escape a portion of the tax without much fear of detection. 
Hence it seems it would be unwise to obtain the revenue 
of a country exclusively by either direct or indirect 
taxation. 

Befor(3 concluding these remarks on the general priiich 
pies of taxation, it will be well to refer to the questioi: 
whethcir or not it is desirable to maintain taxes with tht 
object of reducing dtibt. Reference has already been made 
{vide p. 142) to the cjxtent tc) which the national debts oj 
most European countries have increased since IcSoO. Then 
has also been a great increase in the debt of India during 
the same period. The civil war in America led to the 
cremation in 4 years of a (kibt of no less than 55 6,000, OOOt 
this debt has been reduced in little more than 20 years t( 

270.000. 0001. In 184H the national debt of England ex 
ceeded by 74,000,000^. the national debts of all Europeai 
countri(3S put together\ Until (juite recunitly no serioir 
effort has been made to reduce the debt of England, an( 
at the close of the Crimean war in lcS55, her dc^bt wa; 

884.000. 000/., or only about 66,000,000/. less than it was a 
the conclusion of the wars wil-h Napoh^on in 1815. 

The plan which has now been for some time in operatic: 
in England for th(i reduction of the debt, is to devote 
certain sum each y(;ar for the conversion of perptitual int 
terminable annuities. Thus since 1877^ the annual charg 
for the interest on the debt has been taken at 28,000,000 
If 28,000,000/. is each year set aside for payme^nt of it: 
tercst on, and reduction of debt, it is obvious that th 
amount available for the reduction of debt will each yer 
increase. [In 1883 a bill was passed retaining thi 

28.000. 000/. a year as a permanent charge for payment c 
interest and reduction of debt, and also providing for th 
creation of a series of terminable annuities which, it : 
expected in 20 years' time from the passing of the Act, i.i 
in 1903, will cancel as much as 173,000,000/. of the deb 
At the date of the passing of this Act, the total amount ( 
the debt was 756,000,000/.; the amount on 31st Marc 
1887 was 736,000,000/. In the spring of 1888, M 
Goschen carried through Parliament a measure for th 

^ See National Debts, by the late R. Dudley Baxter, p. 77. 

2 [An oxceijtion was made in the Budget of 1887.] 
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reduction of the interest payabhj on the national debt. If, 
therefore, the hxed charge of 28,000,000^. a year is re- 
tained for payment of interest and reduction of d(^bt, a 
very rapid increase will take placii in the process of 
extinguishiiig debt.] It is obvious that if th(i subjt^ct is 
reganled purely as onc^ of arithmetic, it can make no dif- 
ference, so far as tlui ultimate reduction of debt is eon- 
cerned, whether a surplus is applied to the immediate 
cancelling of debt or whether it is used in the (%)nversioii 
of perpetual into terminable annuities, ^fhere is, no doubt, 
one objection that may be urged against i,hci adoption of 
the latter course. If, during the time tliat the conversion 
into terminable annuith^s is taking ])la(?e, it becomes 
necessary to borrow, thtai the (Government is placed in 
the position of borrowing money with one haiid while it is 
paying off debt with tlie other; and thus the evils of the 
old sinking fund an* revived. I'his plan of borrowing to 
pay off debt constituted the inh<‘T(‘tit detect oJ‘ Mr Pitt’s 
well known sinking fund. At tliat time Ihii normal c.on- 
dition of tlu^ countiy was one of borrowing, and eonse- 
(pieiitly the only effect of kee])ing such a fund in o})era- 
tion was to increase the amount of tlu^ loans that luid 
annually to be raised, if before thc^ t(‘rn)inable annuitic's 
lapse, it becomes necessary to borrow, either for a war or 
for any other ])urpose, the reduction of tin; debt is for the 
time suspended. As, however, the present finamaal con- j 
dition of England is such that tin; regular recurren(;e of j 
a surplus may be reasonably antudpated, it no tloubt | 
becomes more easy to devote this surplus to the reduction ; 
of debt when it is allocated to this object, than if the j 
appropriation of thc^ surplus were an open (juestion yeai* | 
after ye^ar. 

It is often urged as an objection to the reduction of debt 
that the money devot(;d to tliis purpose would be more 
beneficially applied if it were employed in the remission of | 
taxation. It is sometimes said that it ought, to be left to 
‘‘fructify in the pockets of the people.” The (|ue.stion of 
the extent to wljich a country ought to reduce debt should 
obviously be determined by circumstances. If the financial 
condition of a country is such that, in order to provide for 
the reduction of debt, it is necessary to maintain taxes 
which seriously impede industiy or are exceptionally bur- 
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deiisome to the people, the case for the reduction of debt 
much less strong than if no taxes need be imposed whi; 
materially interfere with the industrial development of t: 
country. At the present time the financial condition 
England is such that it cannot with any reason be urg( 
that an effort should not be made to reduce her nation 
debt Although we may justly feel every confidence 
the continued progress of the country, yet posterity nn 
have to contend with difficulties which we have not 
encounter; and at the ])resent time, with the single e. 
ception of the duty on tea and coffee, no tax is impose 
upon any article which can be considered a necessa: 
of life. 




CHAPTER IV. 


ON THE LAND-TAX. 


W E i)ro]K)se to discuss th(3 land-tax in a separate 
chapU‘r, because^ in some i*es}K*ets tliis tax differs 
in its iiicidengLi from all others. 

Tile Land-tax ]>ossessi!S a s])eeial, practical importance 
at the present time, for although it yicddsa very iiisigui- 
ficaiit portion of the revenue of (his country, yet a large 
part of the revi^nue of our greatest (hqKmdemy, India, 
is j)]-ovided by the taxes whi(*h are inipos<‘d upon hind. 
Thit nature and iruadenee of the land-tax will ha (dearly 
understood, by c<msidering the modi* in whicdi the do- 
minion of Great Britain was established in India. The 
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British traders who first s(‘ttled in that country found it i 
govenu'd by a gn^at number of rulers, who owikxI the soil, | 
and derived thedr revenue by making their subjects y)a\ I 
a rent or tax tor permission to (mll.ivate tin* land. The i 
dominions of these native rulers were obtained by llu‘ , 
English, eitluT by annexation, or by con([nest; and, (?onse- 
cjuently, our Government gradually becanu} possessed of a . 
great portion of the soil of India, and could exercise over , 
it the same rights of pro[K.‘rty as t.hose wliicdi an English , 
landlord exeivis(‘s over his own estate. The Govei’iinient ; 


in India takes the place*- of individual landlords, and the 
cultivators of the soil rent tlndr land from the G.overnnu‘rit ! The land- 


instead of from private landowners. It, therefore, a])])ears I r 
that there is no real, but sim})ly a nominal distinction be- , 
tween a land-tax ^nd reJit, for in a previous chapt(*r it was ' rent. 
shown that rent is the price which is paid for the use of an , 
appropriated natural monopoly. If land has been appro- ' 
priated by the Government, then the price paid for the 
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use of this appropriated natural monopoly is received b 
the Government, and is termed a land-tax. If, howevei 
the price is paid to a private individual, then it is terme 
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rent. 

From these considerations it is evident that, as far £ 
the cultivators of the soil are concerned, it can be a matte 
of no consecpience whatever to them, whether they pay 
land-tax to the Governmejit, or whether they pay rent t 
private landowners. Hiaice a land-tax is no burden upo 
the cultivator, nor does this impost cause aiiy loss to th 
rest of the community. It, therefore, follows that a lane 
tax, as long as it does not exceed a rack-rent, cannot ii 
crease the price of products raised from thii land ; lor tho.*^ 
who grow the products would tiot sell them cheaper 
they paid rent to a private) landlord, instead of paying tf 
same amount to the Government in the form of a land-ta 
A land-tax conse(]uently difiers from all other taxes, for 
possesses the excellent (piality of providing a large reveiu 
for the State without diminishing the wealth of the cor 
munity. Those, therefore, art' completely in error, wl 
(piote the aggregate amount of taxation which is raised : 
India, in order to prove how hcnvily the ])eople of th^ 
country are taxed. At least 20,()()(),000i. per annum 
obtained in India by the land-tax ; but it would be ^ 
unreasonable to consider this amount as a burden la: 
upon the people, as it would be to consider that the who 
rent which is paid to English landlords in this country 
an impost levied upon the cultivators of the soil. 

It is, however, (piite possible that a land-tax may excec 
a rack-rent in amount, and the tax would, in this caf 
increase the price of agricultural produce. Suppose, 
an example, that our Government should arbitrarily ta: 
possession of all the landed property of this country. T. 
English farmer would then rent his land from the Stal 
and not from private individuals ; the position of the cuf 
vator would manifestly be unaffected by this appropri 
tion of property if rents were determined then, as now, 
competition. The same rack-rent would, in fact, be pa 
by the farmers, and the price of agricultural produce ne^ 
in no way be influenced by such a transfer of proper! 
But let us inquire what would occur if the Govemme 
j resolved to levy a greater rent, in the form of land-t£ 
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than the rack-rent which the cultivator previously paid. iv. 

Let it, for instance, be assumed that the Government levies 
500/. a year in land-tax from a farmcir whose rciiit liad 
been previously 400/. a year. It will he reuKmjbei’ed 
that a rack-rent is the price which is paid for the use of 
land when rents are determined by competition. Since, 
therefore, free coiniootition of (‘apitjil su|)posed to exist, 
the farmer, after paying a rent of 400/. a year, will realise 
on the average of years tluj ordinary rate of profit upon 
his labour and capital, l^he exti’a 100/. a year which it 
is assumed the Government hivies from him, he cannot 
atibrd to pay ; or, in othi'r words, the ]3ayment of this 
additional sum will pnjvent him realising the ordinary 
rate of jn-olit upon his labour and capital, unless he 
is compensated by a rise in the price of agricultural 
produce. No class of traders will, however, continue an 
occupation if it is ]>.‘rmanently h;ss profitable than other 
branches of industry ; lumce it is impossibl(‘ I’or a land-tax 
to exceed a rack-rent in amount without prodiuang a rise 
in the price of agricultural produce. It, thendbre, follows 
that all that portion <.)f a land-tax which (‘xce cds a rack- 
rent in amount is really contributed by th(^ consumers of 
agricultural produce, since the pric.e of sucli produce is 
increased. 

Other considerations show that wh(‘n a land-tax exceeds A land-ta.r 
a rack-rent in amount, a counteracting inHuenct^ is brought 
into operation which diminishes the aggregate revenue racltreni 
which the land-tax yields. For it is evident that the im- tends to 
portation of agricultural produce will be eiicouragijd, if th(' j 
price of such product^ is artificially raised in the home- cultiva- ’ 
market by an excessive land-tax. But if an increased tiov. 
amount of produce is imported, a diminished (quantity of 
produce will be grown in the country itself. Directly, 
therefore, a land-tax is greater in amount than a rack-rent, 
unless the increase in the tax is accompanied by restric- 
tions upon importation, a tendency is exerted to throw 
land out of cultivation. This tendency will contimut if the 
land-tax is increjised, and thus the area of land from which 
the tax can be levied will be gradually restricted. 

The land-tax which exists in our own country forms only The land- 
a very small part of the rent which is paid to private land- 
lords. Such a tax should properly be considered to denote oniy de 
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that tlie State has reserved a small pecuniary share in the 
owiu;rship of the soil. The relative value of the shares 
which the landowner and the State respectively possess 
was very different formerly to what it is now. The land- 
tax in our own country was long since commuted for a 
tix(‘d money payment, and the tax consec[uently did not 
increase with the enormous advance in the value of 
I landed property. As far as the cultivator is concerned, it 
I makes no ditference whether he pjiys the land-tax or not, 
j becaus(‘ if it is arranged that the tax should be levied 
j from him he manifestly pays so iiiiich less rent to the 
1 landlord. As before said, such a land-tax as that which 
' exists in England merely denotes the fact, that the State 
: poss<‘sst‘s a certain pecuniary interest in the soil ; and it is, 

I therefore, evident that both the profits of the cultivator 
I and the price of agricultural produce must be the same 
whether the land-tax exists or not ; or, in other words, 
vyhether the State has, or has not, reserved for itself a 
; certain right of property in the soil. It would, therefore, 

I have been a fortunate circumstance for the nation if the 
I land-tax in this country were greater in amount than it is 
i at the present time. It would now, however, be an unjust 
I confiscation of property to increase the land-tax ; such an 
I augmentation of the tax wmdd be })aid entirely from the 
! rent of landowners, and would, therefore, be as indefensible 
as any other im])ost levied uj)on one special class. But 
it would have been a boon to the tax-paying community 
if, when the land-tax was first imposed, its amount had 
b(^cn fixed, noi. at a certain sum of money, but at a 
certain definite proportion of the value of the land. If 
tliis arrangement had been adopted, the anujunt which 
the land-tax yields to the revenue would have been con- 
stantly augmented in proportion to the increase in the 
value of the land ; the amount of revenue thus raised, 
though constantly augmenting, would be felt as a burden 
by no cla-ss, because the land-tax is, as it were, .spon- 
taneously j)rovided by the appropriation of a natural 
monopoly ; thi^refore the tax would yield a larger revenue 
as the value of this monopoly increases. 

: The tithe which exists in this country is essentially a 

j land-tax, and was originally equivalent in value, as its ' 
name implies, to one-tenth part of the produce of the 
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land. The tithe has not boon usually termed a land- i iv. 
tax, because it was originally appropriattul to religious j ^ 
purposes, and coiise(|uently did not form a, part of the 
general revenue of the State. Only a portion of the titlu's ! 
ill this country has, since the Reformation, served as a ; 


religious endowment, for tithes are now oftcai possessed 
by private individuals lik(‘ any otlna* kitul of property. 
A tithe is in fact a rent-charge u]>on landed property, 
and this rent-charge is frtMpiently not })ossc‘Sst‘d by tlie 
owner of the land. As far as the cultivator is con- 


cerned, it manif(.‘stly ca-n be a. matter of no cmisecpunice 
whether such a rent-charge do<‘s or does not (‘xist. If tJu' 
land which he (Miltivates is tithe-free, th(‘ vvhoh' amount 


which he pays for tin* us(‘ of it will be iH^gardi'd as rent ; 
if, however, the land should be subject to a tithe, the ' 
amount which the cultivator pays for tlu' whv of the 
land will be the same as il would be if lh(‘ land wen^ 


tithe-frc(^ ; but the whole of this amount will no longiT 
be considered as r<‘nt, for if will be shai’fd between th(‘ 


landowner and the I itJ)(‘-propri(‘.tor. 

The titln.‘, like the huid-tax, would b(‘ now vi'iy iusig- The Tithe 
niticant in amount', if it' had been originally commuted at 
a fixed money payment. Previous to tlie Tit ho ( Munmuta- 
tiou Act, which. wa,s passc^d in liSi}7, the? tithe was assessed 
as nearly as possible upon tlie principle of making it. (‘(pii- 
vahmt in value to one-teiith of the produce of the laud; 
the tithe conseijuently iiicn^ased as the valiu^ of lauded 
projierty increased, for the tithe would manifestly be aug- 
mented if th(‘. productivoiu'ss of land iucn'ased, or if the , 
valiu' of agricultural jiroducc advanced. Tlu‘ main object i 
of the Tithe Commutation Act was to facilitate thi^ assess- 


ment of the tithe, and the amount which is now annually i 
paid as tithe is determined by the aveiage price of corn j 
during the previous seven years. It is (piite possibk'. that i It may he 
tithe-proprietors may be ultimately iujureil by this com- 1 
mutation. The amount at which the tithe is iwiw assessed ! to tithe- 
being solely determined by the price of corn, it is evid(.‘nt proprie^ 
that the tithe-proprietor is not benefited ])y a rise in the 
price of stock. In this work the opinion has been fre- 
quently expressed that stock is destined to become re- 
latively much dearer than corn, because stock must be 
always diflBcult to import, whercixs the area from which 
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corn is obtained is rapidly extending. A tithe, therefore, 
constantly represents in value a smaller proportion of the 
whole value of the produce raised from the land, if the 
amount at which the tithe is assessed is not influenced by 
the rise in the value of stock, but is solely determined by 
the price of corn. 

A titlic-proprietor under the present commutation 
derives no benefit from the increased productiveness of 
land. Improved methods ol‘ tillage may double th(i 
produce which is raised from a farm, and yet the tithe 
I paid upon it will not bc^ increased, unless there is a rise 
I in the ])rice of corn. It was no doubt with great force 
I urged by the promotcirs of the tithe commutation, that a 
tithe-proprietor ought not to share with the landowner 
the additional produce which results frojn superior agri- 
culture. It was, for instance', maintained that the land is 
rendt.'red more productive by the expenditure of capital 
upon it, and it would be unfair that the tithe-proprietor 
should be benefited by an outlay of capital which has 
been entirely contributed by the landowner. It was, more- 
over, argued that the admission of this claim on the part 
’ of a tithe-proprietor might seriously impede agricultural 
I improvements, since landowners would be reluctant to 
! invest capital if others were to share with them in the 
I advantages of the outlay. 



CHAPTER V. 


THE POOR LAW AND ITS INEErENCE ON PAUPERISM. 


I N attempting to dosoribo i\\v. infbnMKv whi(-h the English 
Poor Law has oxercisccl ni)oii Paupcirisni, it will bo d('- 
sirabb' in the first, plaet^ to giv(‘ a ])ri(d‘ rcwiow of tlu^ cir- 
CAimstaiRios whi(‘li have led to tlu‘ (‘slablisliiutMit of our 
existing system of P<M>r Law relief, lu ordia* to make the 
STibj(A;t as clear as possible, it is iK‘C(‘ssary t(» distingnish bo- 
twecMi the two nio(h‘S in which rc^lief to th(‘ ])oor is granted. 
In the first place, riilief may assume the form ol' almsgiving 
or charity ; or secondly, the funds distiibuted amongst the 
poor may be admin istered by the Stat(‘ and be oi)taincd 
through the ordinary channels of eit)n‘.r ini])erial or local 
taxation. In this latter case a country is said to have a 
Poor Law. In England there Avas not any n^al Poor Law 
until the reign of Elizabeth. And until as reccnitly as 
the relief of the, })ooi‘ in [r(‘laud was not organised 
by the State; it was rather hd*t to the uncfU'tain chances 
of vohintarj" charity. 

Th(', causes which led to tin*, gnulual establishment of a 
Poor Law in England may be readily trac(Ml. As long as 
the relief of the poor Avas l(*ft to individual, and conse- 
quently unorganized, (dlbrts it is obvious that many mis- 
chievous results Avould be sure to ensue. Indiscriminate 
almsgiving always in the end demoralises those whom it 
is intended to benefit, and intensifies the. evjil Avhich it 
seeks to alleviat(‘. Those evidently obtain the largest 
share of private charity Avho can excite in others the 
strongest sympathy for their sufferings. lVl(‘ndicancy thus 
becomes a profession in which the great(ist success is often 
secured by the least deserving. Meudicancy and vagrancy 
grew to such serious proportions in this country, that it 
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was attempted to regulate them in numerous Acts of 
Parliament. Throughout the various statutes which were 
passed for this purpose one leading idea, based on prin- 
ciples which were incontestabl}" sound, can generally be 
traced. Parliament showed the utmost care to indicate 
the broad bindamental distinction which exists between 
voluntary and involuntary poverty ; various local autho- 
rities were enjoined to treat with sympathy and liberality 
all whose povei'ty was involuntary ; a severe measure of 
justice was, however, n»eted out to voluntary mendicancy. 
An able-bodied ma,n who prehirrt'd to beg rat^her than to 
work excited intense indignation in the legislature of 
those days. Such a one was in sundry Acts of Parlia- 
ment of llichard 11. and in succeeding reigns termed a 
“sturdy vagabond” and “a valiant beggar”. In one of 
these statutes it was decreed that if an able-bodied beggar 
were detected applying for n^lief when work was to be had, 
he was for the first offence to be whi])]K‘d ; for the second 
off(mce one of his ears was to be cro]:)ped ; and if he 
offended a third time? he was to be hanged as an enemy 
to the commonwealth. The purposes of thc'se Acts was 
defeated by their extreme s(‘V(‘rity ; such })(*nalties wenj 
too harsh to bo generally indicted. Mendicancy and 
vagrancy went on increasing in s])ite of the (efforts of th(‘ 
legislature to check them; th(‘ evil at length became so 
threatening to the W(‘ll-being of the country that th(i 
necessity of adopting a different policy became generally 
recognised. In consequence of the suppression at the time 
of the Reformation of the monasteries and religious houses 
which had been centres of almsgiving and general relief, th(‘- 
attention of the Legislature was then particularly directed to 
the condition of the poor; and in the reign of Henry VTII. 
two statutes were passed in which may be detected the 
germs of the celebrated Act of Elizabeth, from which our 
Poor Law system originated. These Acts of Henry VIII. 
not only rendered each locality responsible for the support 
of its own poor, but also attempted the extremely useful 
work of regulating the giving of alms.^ The impotent 
poor were to be sent to the place where they were born, 
and the local authorities were, under the pain of heavy 
penalties, enjoined to treat them with kindness and libe-. 
rality. With regard to the able-bodied or voluntary 
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paupers, a very different policy was to be adopted ; work 
was to be provided for them, and if they did not accept it 
they were severely punishiKl. But the most important 
provisions in these Acts were tliose which regulated alms- 
giving. All who desired to giv(^ r<du',t' to the ])oor were 
ordered to place their c(>ntributions in a common liind, 
which was distribut(Ml by tln^ Bislmp and cl(‘!gy. If 
any one omitted to do this, and dis])ensed charity pi ivately, 
he rendered himself liable to a penalty ecpial to ten times 
the amount whicli he had givmi away. 

The intentions of those wlio framed these A(‘ts were 
excellent; they evi(hmtly desin^d to creatt‘ a distinct line of 
demarcation between voluntary and involunhuy pauperism, 
and they not unreasonably ho[u‘d by discouraging indis- 
criminate almsgiving to dimiiiish m(‘ndicaTu*y and vagrancy. 
But from the severt^ enactTiients which w<Te subsecpiently 
passed against nu'udicaney, it is (ivkhmt that th(‘ wis(' 
inbaitions of thc'se legislators wtuc* lo a gr(‘at (‘.xlenl dc^- 
feated. Tln^ reason ottlnur failure can b(‘ n^adily under- 
stood. Th(^ distributors of thc‘ common fund had no pow(‘r 
to impose a rate, and thus obtain from individuals contri- 
butions in proportion to tlnur nn'ans. This didi'ct in the 
law probably impu’essed itself iiyxMi Elizalx'th and hvv 
advisers, and as a natural eonsecpioiute. a r(‘m(‘dy was 1 
suggested which was embodied in tlm c’chdmiti'd Ai'l 
])assed in the 4^1rd year of her reign. 1die main provisions 
of this Act may be l)rieriy described. It gave for th(‘ first 
time, to every om* a kgal right to claim n'lief In order 
to obtain the fund which the provision of tliis relief ri‘.- 
cjuiix'd, local authoriti(‘s were (.unptovenul to im])ose a rate 
upon all such n^al property as land and houses; t h(.‘ able- 
bodied were by its provisions com})elled to work as a con- 
dition of obtaining r(di(d‘; the cost, of maintaining able- 
bodied paupers was thrown upon any of their natural 
relations who eould afford to bear the charge. The Act 
also provided for the {inniial appointment in otxd\ ])arishof 
overseers, who W(U’e responsible for the collection of rates, 
and the administration of relief. There is so litt le diftcireiice 
in all importanl^ pidnciplcs between th(‘se provisions and 
those whicli were embodi<.‘d in the New Poor Law of 1834, 
that it may at first sight seem difficultto understand why this 
latter Act was ever reiiuire<l. There probably never would I 
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have been any necessity for passing it had not the Poor 
Law of Elizabeth been most mischievously tampered with. 

It is obvious, from the description just given of its 
leading provisions, that one of the chief objects of its 
framers was to deal vigorously with voluntary pauperism. 
For 150 years this policy was continued with the happiest 
results. Mendicancy and vagrancy greatly diminished, 
and the restrictions im])oscd upon able-bodied paupers 
were regarded b}’^ tliem as so onerous that few, except the 
impotent poor, applied for relief. Between the passing of 
the Act in IGOl and the time to whi(;h we refer, several 
amending statutes were passed ; none of these, however, 
weakened, some of them materially strengthened, the oii- 
ginal purposes of the Act. Thus in 1728, the ninth year 
of the reign of George I., a parish, or union of parishes, 
was empowered to build a workhouse, and the offer of 
resid('nce in it, if not accepted, was a bar against relief. 
This enabled local authorities to diminish or even alto- 
ge'ther to abolish out-door relief. Then? is reason to be- 
lieve that if the power thus conferred on local authorities 
had been more extensively takmi advantage of, a vast pro- 
portion of the pauperism which has afflicted this country 
would never have existed. But unfortunately an entirely 
different policy was scxjii adopted by Parlianiont, and sanc- 
tioned by public opinion. It seems not improbable that 
this change of policy is to a groat extent to be attributed 
to the remarkable influence exercised hy the Elizabethan 
Poor Law in diminishing pauperism. Frecpient reference 
is made by writers of the period to the fact that about the 
middle of the last century there was less pauperism in 
England than in any other country. It appeared at that 
time not unlikely that pauperism would in the course of 
a few years be almost exterminated. Qnfortunately, how- 
ever, instead of persevering in a policy which had produced 
such happy results, the opinion began to prevail that, as 
there was comparatively so little pauperism, there would 
be no danger in administering parochial relief in what was 
supposed to be a more liberal and kind-hearted spirit. 
The stringent provisions of the Elizabethan Poor Law 
were gradually relinquished; out-door relief, instead of 
being discouraged, was directly fostered by various Acts 
of Parliament ; a lax administration of the law became 
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general, and the result was that pauperism assumed such 
alarming proportions about ihe year 18112 as almost to 
threaten the country witli national bankruptcy and per- 
manent ruin. 

It is evident that the change of policy just indicated was 
gradually glided into without I he; slight est appreciation of 
the consecpienccs involved. ]l. unfortunat(dy happened 
that the leniency and lilxa'alily in tin; atluujiistraiion of the 
Poor Law which, as previously remarked, wt're introduced 
about the middle of tlu; last century, \v(‘re ehietly shown 
in granting out-door rerud* on nnav easy terms to abK;- 
bodied paupers. By an Actt passod iji 1707, tlie Ttli y(;ar 
of (leorgc HI., guardians vveri‘ a]»pointe(l to protect the 
poor against the parsimony of o\'(‘rse(‘rs and other parish 
othc('rs. Fifteen! years later, by what is known as (Gilbert s 
Act, most of tin; valuable saf(‘.guards in tlie old Poor Law 
were entirely sw(‘pt away. I'he workhouse was lio longer 
to be i!s<‘d as a t,(\st of voluntary ])auperism, f(>r by this 
Act tile abh.;-bodied W(;r(; not obliged to enti‘r it; the 
guardians were (jiihnvd to find work for all abh‘-bodi(‘(l 
applicants near tilnur own homt's, and to mak(* up out of 
the rat(;s any <h;fie.i(;nry in wages. 'The saioi' latal policy 
was continued, and was brought to a climax in 1^15,1 
when, by a statiite known as Kasi s tlie workhous(; 
test, imposed by the Act of (hu'rge !., was altogether 
removed. Aft(;r the passing of this Act, no or»e, not (*ven 
an able-bodied labourer, was called u]>on to enter the 
workhouse, and justie(;s were emp(iwi'red to make money 
grants to people at their own homes. 

The extent to wliich the indiistrin.1 classes were demo- 
ralized by bliese relaxations of the Poor Law soon beeamo 
only too evident. The most pernicious inliiumct; was 
exerted, not only upon the ])oor, but also upon their em- 
ployers; every agency which could most powerfully pro- 
mote pauperism had been brought in operation ; men were 
virtually told that no amount of rec-klessneiis, self-indul- 
gence, or improvidence would in the slightest degree affect 
their claim to be maintained at other peo-j>le s (‘xpense. If 
they married when tlu'y had no reasonabh; chance of being 
able to maintain a family, they were treated as if they had 
performed a meritorious act, for the more children they 
had, the greater was the amount of relief they obtained. 
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All th(3 most evident teachings of common sense were 
completely scit at nought ; labour was bribed to remain in 
localiti(\s where it was not wanted ; and it was prevented 
passing to those districts where there was a demand for 
it. Thus if wages in any parish were below what it 
was thought would provider a reasonable maintenance, the 
local authorities wc'.re empowered to grant an allowance in 
aid of wages. These evils W(^re aggravated by various en- 
actments known under the geiuiral name of the Laws of 
ISettlement, which were j)assed with a view of hindering 
labourers from leaving the localities in which they were 
born. The allowance.' system and the Law of Settlement, 
though acting in very dilfenmt ways, combined to impede 
the natural iiow of labour. Howt'vtT great a surplus of 
labour there might bo in any locality, the employed had no 
inducement to leave it, as long as their wages were made 
up to the average amount by grants from the rates. The 
employer, not caring about or understanding ult.erior coii- 
sc‘(]uenc(is, was apparcuitly inter(;sted in keeping a supply 
of* surplus labour aliout him ; it prodtujed a low rate of 
wages, and he was virtually able to put his hand into thc^ 
pockets of the neighbouring ratc'payers to make up the 
deficiency to thosi^ whom ho em}>loy(‘d. The Law of Set- 
tlement placed such lm])edinu3nts in the way of a labourer 
passing from one district to another, that to a great extent 
men were constrainecl to seek employment only in the 
l)lace of their birth. Few enactments have ever produced 
more wid(^-spread mischief Adam Smith, in the Wealth of 
Xdtions, says that probably in his time there was scarcely 
an artisan of forty-five years of age who had not at one 
pc.'riod or another suffered some grievous wrong from the 
Law of Settlement. 

By the joint operation of all the baneful infiueiices just 
described, a most alarming demoralization was produced. 
The (jxtent to which it affected not only the employed, 
but also the ^employers, was brought to light by the search- 
ing investigations of the Royal Commission which was ap- 
pointed in 18;32 to inquire into the Poor Laws. Amongst 
the Commissioners were some leading puKlic men, and all 
their arrangements seem to have been devised with the 
object of making their examination of the subject as accu- 
rate and scrutinizing as possible. Assistant Commissioners 
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were appointed not only personally to visit, and take evi- 
dence in different parts of England, but llujy \v(‘re sent to 
foreign countries in ord(‘r that they iniglit iiujuire into the i 
various modes of administering relief to tlu^ poor. Tin? j 
evils of our Poor Law system wiTe so liilly unfolded that | 
the necessity for some radical reform becaim^ gcuierally | 
recognised. After liaving to contend with much opposition 
from those who supposed tlumiselves to be iutc'restcMl in | 
the abuses of the ohl system, an Act was ])assed in 1S.S4 i 
which has continued without much alteration up to the | 
present time. This Act is geru^raliy known as the Now | 
Poor Law ; and before describing its more important pro- 
visions it will be usefid to n^^ount soiru' facts which were 
brought to light by tlie Uoyal Commission of 18:12. All 
the genera] objeeti<Jiis which liave Ihhui urged against the 
relaxation of the cliecks u])on volmitary ])au})(‘rism were 
strikingly corroborated by s])eciH<' facts. In sonu^ districts 
outdoor reli<‘f was granted to the able-bodi(jd upon so 
liberal a scale that pauperism beeame a v<a’y remunei’ative 
em])loynu'nt. One of the Assistant (.’omniis.doners who 
visited Eastbourne found that panp(‘rs wlio woikt‘(l wtu’t' 
paid at the rate of Ki.s. a w(^ek, whereas ih(‘ average wages 
in the disi/iict W(‘re only 12.s*. a week. Tlu‘ jnfo'iority of 
the indepemdent workman’s pecuniary positinu was so no- 
torious tliat this Oommissioner actually heanl two wonna) 
complain tliat their ]iusl)ands w^ou.ld not bettia* tlndr lot , 
by becoming paup<'rs. Iji North Devonshire and in many 
other ])arts of England so larger an all(»wan(‘e was granted 
for each additional (hi Id that was 1 m an, tliat> tin* nu-n^ 
numerous a man’s family was, tin* lu^ttcj* his cinaini- 
stances became, and in this way an artiticial stimulus wa.s 
given to population. The habits of improvidence wliich 
w^ere thus fostered produced evils which could not be at 
oiKie removed. A father cannot be improvident, witluuit 
teaching a lesson of improvideuc(‘ to his childrfU). More- 
over, when there is a surplus })opulation, the* labourer can 
only secure minimum remuneration for Ins lalamr, or in 
other words he simply receives subsisttmee wages. It (;an, 
therefore, caust? no surprise* that in many localities where 
the abuses of the old Poor Law W(*re most rife, we lind 
that the supply of labour is still so much iu excess of the 
demand that agricultural labourers until i|uite recently 
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often received not more than 0.9. or 10.9. a week, and now 
only obtain 12.9. a week. Other inlluenc(3S of a stil] more 
demoralizing kind were brought into operation under the 
old Poor Law to stimulate an increase of population. A 
woman obtained from the parish a largtir allowance for 
an illegitimate than for a legitimate child. The fathers of 
illegitimate (children were also encouraged in a life of im- 
morality by being free from all pecuniary liability to afford 
them maintenance. Can it excite surprise that from such 
a system w(‘. should have had handed down to us an inhe- 
ritance of vice and povert}^ ? 

The subject })res(mts ecpially melancholy aspects from 
whatever j)oint it is viewcul. Pauperism oftiui came to be 
regarded as a paying profession which was followed by 
successive generations of the same family. Thus the Com- 
missioners tell us of thre(‘ generations of th(^ same family 
simultaneously receiving relief; and the amount they drew 
from the parish exceeded 100/. }>er annum. As a natural 
consecpience of the parish authorities being enjoined to find 
work fit remunerative wages for all tlieir poor, the feeling 
soon becanui general that pauperism was no disgrace, and 
that the allowance which was obtained from the jiarish was 
just as much tlu^ rightful property of those who received it, 
as the wages of ordinary industry. Indolence was thus 
directly encouraged, find a spirit of lawlessness and discon- 
tent resulted. Although 1882 was a year of plenty, when 
bread and other provi.sions we.re cheap, yet at this time 
many of the rural districts were in fi very disturbed state ; 
riots and incendiary fires were of common occurrence, and 
the Commissioners proved that these outbursts of popular 
discontent were most frequent in those localities where the 
Poor Law had been administered with the greatest laxity. 
The cost of pauperism grew constantly greater; rates 
so ra])idly increased that it became evident they would 
soon ab.sorb the whole fund from which they were provided. 
In some districts the rates absorbed more than remained of 
the produce of the soil, after all the expenses of cultivation 
had been paid. The Commissioners tell us that many 
farms were given up, that several of the clergy relin(|uished 
their glebes, and that much fertile land was thrown out of 
tillage. They mention one parish, Cholesbury, Berkshire, 
in which the whole land was offered to the assembled 



The Poor Law and its Influence $on Pawperism. 


paupers, but they refused it, saying they would rather con- 
tinue on the old system. Such a case may a|jpear in- 
credible, could it not be corroborated by much siiyiilar evi- 
dence. The Commissioners ascertained that a gentleman 
who cultivated his own estate of about oOO acres, at Shel- 
ford, near Cambridge, annually ])aid in poor rates 250/.; 
the land to ixait was worth about 1/. per acre; the raters 
consequently absorbed half the letting value of the farm. 
But great as was the', charge thus imposed, it by no means 
represented the entire biirdim of pauperism. At Shelford, 
as in many other localities, it was the 2 >ractie(‘ to allot the 
able-bodied j)aupers to difFerent farmers ; (nich farmer was 
consequently^ obliged to employ a number of paup(a*s in 
proportion to the extiait of his holding, whetlu‘r he rc((uired 
their labour or not. Th(^ gcuitkanan to whom r(‘fer(‘iiee has 
just b(‘.en made, provcHl that so much of tlu' labour thus 
imposed u])on him was of no us(‘ whatenaT, that it caused | 
him an annual loss of at U‘ast 100/. a year. whole i 

annual cost of [)aup(‘rism oji tliis farm of 500 acre's was | 
therefore 850/. if rab's had gone on increasing for a few * 
years as they wero. at th(‘ tinu' ilu' New ]\>or Law' was | 
introducHid, it is evident that this annual chaigx'. of 850/. ! 
would soon have grown into men' than 500/.; tliis would i 
have represented a. higher rent than the land was able to j 
bear, and consc^cjuently there would have Ix'tm no oth(jr 
alternative than to have thrown it out of cidtivation. When ! 
it is remembered that this was by no means an exceptional i 
case, but might on the contrary be regarded as typical of I 
the condition of a large part of the (country, it at oiute ; 
becomes manifest that England w'as at I hat time threatened I 
with ruin. • 

It has just been sc'on that a most onerous tax was j 
inflicted upon emydoym’s by the plan of allotting to them a, i 
certain amount of p.auper labour; this was, however, by no 
means the greatest evil of the sysUun. Evidence was re- 
])eatedly given that farmers and others w»re so much 
burdened with this pauper labour, that in ordm* to make 
room for it they were often obliged to dismiss valued work- 
men. A farmer near Iloyston told the (.Commissioners that 
he tried hard to retain two excellent workmen who had 
been long in his employment, but at length he was obliged 
to dismiss them in consequence of so many pauper labourers 
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being forced upon him. He also said, referring to the two 
paupers who took the place of the workmen he so reluct- 
antly dismissed, that one of them turned out tb be a 
dangc‘T()us thief, and the other an habitual drunkard. Even 
j when they were not paid high wages, the labour of paupers 
I was most costly; it was reluctantly given; it was unskilled, 

I and th(‘y had to. be worked in gangs in order that they 
might be the more effectually hatched. Pauper labour 
had in fact many of the economic defects of slave labour. 
This painful recital of the ignorance, folly and injustice of 
the old Poor l^aw and the demoralization and degradation 
that resulted, has been by no means exhausted; but enough 
lias btuai said to enable us to understand the nature of the 
more prominent abuses which needed to be reformed at the 
I time when the New Poor Law was passed\ An explana- 
I tion of th(i leading provisions of this Act, and an inquiry 
into its effects, will enable us to understand in what re- 
spects it has failtKl and in what it has succeeded. Having 
, made this explanation, we shall be in a position to appn^- 
ciate the reforms which are still recjuired. 

, We have thought it dt^sirable thus to describe in con- 
I siderable detail the (jvils connected with the old Poor Law, 

I because it may at any time hajqien that a desire to free 
I the New Poor Law from what many still regard as its 
I harsher features, may bring into active operation many of 
I the mischievous agiuicies associated with the old system. 

I We have also thought it desirable to adopt this course, 

I because a knowledge of the state of things which formerly 
: prevailed will place us in a better position to understand 
the nature of the changes introduced by the Ninv Poor Law. 
It has already been remarked tliat there is little difference 
i in any fundamental principle between the Eliza-bethan 
Poor Law of lb 01 and the New Poor Law of 1834. The 
gradual relaxation of all the salutary restrictions upon 
voluntary pauperism contained in the former Act, as well 
: as many gi^avo abuses of administration, rendered new 
legislation absolutely necessary. By the New Act, the 

' 1 This short historical sketch of the Poor Law is taken from a course 

of lectures I delivered at Cambridge some years sinte, which were pub- 
lished under the title of Pauperism^ its Causes arid Iteniedies. This book 
, is now out of print. Many of the facts here mentioned and much othef 
' valuable information are to be found in an able article on the Poor Tjrw 
j by Mr George Coode in the 8th edition of the Encychpeedia liritannica. 
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workhouse test was again* revived, tbii plan of granting 
allowances in aid of wages was abolished, the appointment 
of paid overseers was provided for, and an otlicial audit of 
accounts was secured. Illegitimacy was to soiue (h^gree 
checked by making the father responsible for the support 
of the child, instead of niwarding the mother, and freeing 
the father from pecuniary liability, as th<‘ case under 
the old system. The La^s of Settlement w(ire rendered 
somewhat less burdensome to the labourer; formerly it was 
easy to obtain a settlement in a parish either by occupation 
or by residence; it was now mad»‘ much nior(‘ difiicnlt to 
do so ; oorise(pu*iitly theiv was l(\ss reason to ]a*e vent new 
comers locating themselvc's in a ])arish, and the migration 
’ of labour was somewhat less seriously impeded. By far 
the most important improvement., howeviT, etibeted by the 
New Poor Law may be att-ribuLid to t.lui moi*e rigorous 
restrictions impo,s<‘d upon abl(‘-]>odied jiaupers. I'he allow- 
ance; system, with its manifold abus(‘s, wliieh was now 
abolished, had dhx'ctly (;iicoii raged voluntary pauperism. 
The workhouse; tost ]>r()vided a most saluta.ry clutch, and the 
greatest possible good would have resultijd if it laid bi;en 
made obligatoiy upon local authorities to u[)j)ly tins test to 
all able-bodied paupers. 

The Act of 18^4? was followed iii 188(S by a Po(>r Law 
Act for Ireland, and two or three years lat.(*r by one ibr 
Scotland. The provisions against <Mit-door relief eiifor(;e;d 
by this Act in Ireland were nion‘ severe than thost; in 
England, for no out-door relief at all was allowed to the 
able-bodied. Although the ScotcL Poor liiuv allows no 
out- door relief to be given to the able-lxKlied, yet the 
Scotch Poor Law, both in many of its provisions as well as 
. ill its administration, has not imposed tin; saim^ ch(;ck upon 
^ pauperism as has been enforced in Ireland. Tlu; result has 
been, as will be presently shown, that although from the 
character of the Irish people and the general circumstances 
of the country it might be naturally anticipated that then; 
[would be more pauperism in Ireland than in England and 
' Scotland, yet the reverse is the case\ The Pc){>r Law system 

I' ^ [Great relaxations with regard to the adniinistration of the Poor 
U^aw in Ireland have been made during recent years ; and the amount 
kf pauperism in Ireland, in proportion to population, is (1886) almost 
E^otly the same as in Scotland.] 

P P 
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has remained in its main features unchanged since th 
introduction of the Now Poor Law in 1884. The only im 
portant alteration of priticiple that has been adopted i 
that by the Union Chargeability Act, passed in 1865, th 
Union and not the Parish is made the area of rating. Th 
principle of increasing the area of rating was still furthe 
extended so far as London is concerned by the Metropolita 
Poor Act of 1870. By this Act a difference was for tl 
first time made between the areas of chargeability for ou 
door and in-door poor respi^ctively : — the cost of maintai: 
ing the out-door poor being borne by the Union, where 
the cost of maintenance of in-door poor became a metr 
poll tan charge. The Act has had a most important efFe 
in discouraging out-door relief, and the recent remarkal 
diminution in out-door pauperism in London is probat 
in a very considerable degree due to its operatif)n. Duri 
the years 1875-G, which were (characterised by consideral 
(hepression of trade, metropolitan pauperism declined fr< 
60,071 to 79,810. The returns published in 1887 sh 
that on July 1st, 1887, thtc number of persons in receipt 
relief in London was 100,188, of whom 58,770 were 
door, and 40,302 wonc out-door paupers. This incre 
sinc(c 1875 is to a considerable extent acccounted for 
the great increase of population in London, which betw 
the census of 1871 and that of 1881 amounted to 22 
(cent. The total amount of metropolitan pauperism on 
date given above (July 1887) amounted to a little over 
percent- of the population. The excellencce of admiuis 
tion varies greatly in the different Unions of London. ' 
Parish of Whitechapel is one of the best. There, on 
1st July, 1887, with a population of 71,368 there v 
only 881 out-door paupers, while the in-door pan 
numbered 1,112. 

One of the causes which has promotcid the undue 
tension of out-door relief is its supposed cheapness v 
compared with in-door relief. Although we believe 
out-door relief, through the encouragement it offer 
pauperism, is far more c(jstly than in-door relief, yet it 
not be denied that the immediate cost of raaintainin 
out-door pauper is often not half as great as it would 
he were compelled to enter a workhouse. The inc 
ment which is thus (3ffered to guardians to prefer out 
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to in-door relief will obviously cease to operate if, as is the »ook iv. 
case ii^ London, the whole charge for out- door pauperism . 
is borne by each Union, *whei*etis the inhabitants of a large 
district outside the Union have to contributci their (juota ; 
to the support of the in-door poor. It cannot be doubted i 
that a great effect would be produced in diminishing pau- 
perism through the discouragement of out-dooi’ relief if 
the principle of the Metropolitan Poor Act wer(‘ (‘xiended 
to the entire country. It might, for instances, be arranged 
that whereas the charges for out-door reli('f should be borne 
by each Union, the cost of the in-door poor should Ix^ borm^ 
by the county rate. 

The diminution of pauperism in the Mol ropolis, to which 
reference has just been mad(^, is, however, no doubt in part 
due to improved administration ; because out-door pn-U]>er- 
ism has greatly declined in nuiny otlua* locaIiti('s l)(^sid(‘s 
London, and, as ])reviously remarked, the syst(‘m of making 
the areas of (ihargeability fur in-door and out-door pauper- 
ism diif<'r(‘nt has hithi.Tto Ixa-n only brought into operation 
in London. It would appear that tin' <‘xt<mt to which out- 
door relief is permitted exerts more inttiumce than any 
other circumstance in determining the aniount of ))auper- 
ism. Thus, as has been already stab'd, gri'attu’ restric'-tions 
are imposed upon the granting of out-door relied’ in Ireland 
than in England, Although thegeiu'ial condition oflndatid j Thr pnu- 
would naturally lead to tin*, conclusion that there would b(‘ ! 
far more pauperism in Ireland than in either England or i Srotlfunl 
Scotland, yet exactly the reverse is the case ; for taking I und Kufj- 
the average of the ten years ending 1(S82 it will be found i 
that one in every 57 of the population of Ireland is in ! 
receipt <»f parochial lelief, while in England and Scotland i 
the figures are respectively one in and one in 80 \ i 

Within the last ten years there can be no doubt that i The effect 


the Poor Law has generally been administered in Great ; 

Britain, in reference to the granting of out-door relief, with 1 admivU- 
greater strictness than it was previously, and the result is tratwnof 
shown in a very gratifying diminution in paupt^ism. Al- | 


^ [It has already been mentioned in the note on p. 593 that the 
(superiority of Ireland over Scotland with regard to pauperism has not 
been maintained. In 1886 there was one pauper to every 12 of the i 
[population in Ireland, and one in 43 in Scotland. In England the ; 
number in 1887 was about one in 40.] ' 


PP 2 



59 ^ 

BOOK lY. 
CH. V. 


in Knij' 
land hi\- 
tween 1871 
and 1882 
and o f a 
relaxation 
of restric- 
tiom on 
ont’door 
relie f in 
Ireland, 


The dis- 
parity in 
the amount 
of pauper- 
ism in 
different 
unions is 
almost en- 
tirelji due 
to differ- 
ence in the 
excellence 
of admin- 
istration. 

Linton. 


Preston. 


Mammal of Political Economy. 

though the period between 1850 and 1870 was one c 
I remarkable industrial prosperity, yet throughout the tim 
‘ there was a steady increase in pauperism. About 187 
! tliis tide of prosperity was checked, and during many sue 
I ceeding years there was very serious depression in agricu 
j ture and many other branches of industry. It is possib^ 
that the difficulties and losses which had to be eiicountcre 
during this period induced a general recognition of tl 
importance of a more careful administration of the Po( 
Law; but whether this be the explanation or not, it canm 
be doubted, as previously stated, that during this pork 
out-door relief has been generally given much more spa 
ingly than formerly. We consecpiently find that, althoug 
population has steadily advanced, the number of perso: 
in Great Britain in receipt of relief on the 1st Januai 
1887 was 910,0^0 (on July 1st, 1887, the numbers we 
709,915), as against 1,200,000 on the 1st January 1871, th 
showing a decrease of 290,000. During the same perr 
• the (jiiestion of pauperism in Ireland presented an exa 
contrast to that which it presented in Great. Britain ; tJ 
population of Ireland has diminished, the strictness 
administration with regard to out-door relief which ft 
merly characterised the Irish Poor Law has been de.part 
from, and the number of paupers has increased from 74,0 
to 118,000. 

Considerable discretion is left to the Guardians as to t 
extent to which out-door relief should be given, and t 
result is shown in the striking disparity in the amount 
pauperism in different localities. Speaking generally the 
is far more out-door relief in the rural districts of Engla 
than in the towns, and the amount of pauperism in t 
' rural districts is generally far in excess of that wh: 
prevails in the towns. Taking the latest returns ( 
July 1887) it may be mentioned, as an illustration 
this, that in Linton, a rural union in Cambridgeshire, ( 
of a popiriation of 18,064, there were 118 persons 
receipt of in-door relief, and not less than 831 in rece 
of out-door relief. Consecjuently more than one out 
j every thirteen was a pauper. In Preston with a populat 
j of 129,160 there were only 673 in-door paupers and " 

I out-door paupers, and consequently only about one out 
I 88 of the population was on the pauper roll. In the un 
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of Atchain, which includes the town of Shrewsbury, th<^ iv. 

number of persons in receipt of relief on the 1 st July, 1887, . . 

out of a population of 48, (>.‘13, was only 51)1, or about one Atcham. 
in 82 of the whole population. Of th(^se 591, as many as 
393 were in-door paupers and only 198 were out-door 
paupers. Of these 198, there was not one able-bodied 
adult; they were all eitlior inlirin, chiidren. or lunatics. 

The reform of the Poor Law admiiiist.ration in this union 
is almost entirely due to the unwearied labours of the late 
Sir Baldwyn Leighton. The lessons so well inculcated by 
him of the necessity of extnuru' care in allowing out-door 
relief, cause; this union to bt; one of the best administered 
in England^ '^rtiis remarkable ditferenct‘ in the amount 
" of pauperism is no doubt in part to be attributed to the 
greater poverty of an agricultural populatioi], but an exa- 
mination of pauperism in places whose population is 
similarly circumstanc(;d shows with striking distinctness 
the extent to which pauperism is r.ncoii raged by lax 
administration of cut-door ndief Thus it will be dithcmlt Pavperhm 
to find two towns wlu(;li are moi'o a, like in tin; general 
condition of their populatioji than Oxford and ( 'aniluidge.. 

Each is the seat of an University, and (;a.cli is the c(‘nti‘t; con- 
of a large agricultural district. In Oxford with a pop\da- 
tion of 21,900 there arc 323 in-door paupers and 220 out- 
door paupers ; which tog(‘th(u* represent 2'48 p(T cent, ol' i 
the population. In (/ambridge with a}) 0 })ulation of 35,372 ' 
there arc; 203 in-door j)aupers, and 155G out-door paupers, i 
which together represent 4 97 per cent, of the population. 
Cambridge consecpiently, where out-door reliO’ is freely 
given, has in proportion to its ])opulation just twice; as 
much pauperism as Oxford, where the Poor Law^ is more | 

^ carefully administered^ 

No greater misfortune could happen to the country than The icorh- 
if we again relapsed into a lax administration of the Poor 
Law, and out-door relief were generally fn^dy given, than any 

• other 

^ These statistics of pauperism in the different unions are ohlained Jrom a losff 
• from a return which is periodically issued by the Local (ioverrmient adviinis- 
Board. , trationof 

2 [These figures were taken from a return pubiislied on January 1st, the Poor 
1883. Since that time the administration of the Poor Law in Cambridge Law. 
has greatly improved. The num))er of out-door paupers has been 
reduced from 1556 in 1883 to 620 in 1887, and the total pauperism of 
the town was at the latter date only about 2J per cent of the population.] 
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Poverty would be indefinitely increased and on all sides 
agencies would be brought into operation to depress the 
condition of the labourer. The growing burdens involved 
in increasing pauperism would impose a serious tax on 
industry, and the improvidence which, as we have seen, 
was fostered in tlie days of the old Poor Law would be 
actively revived, with the inevitable result of an over- 
stocked labour market, and a rapid decline in wages. 

Pr<3posals are not unfrequently brought forward which 
would undoubtedly lead to such results as those which 
have been just described. Thus it has been sometimes 
suggested that tlujre should be a national poor rate, and 
that pau[)erisin, instead of being a local charge, should be 
either wholly or in part defrayed from the Consolidated 
Fund. If such an arrangement were carried out, it can- 
not be doubted that all the guarantees for careful and 
economical management would be seriously weakened. If 
local authorities were allowed to draw upon the imperial 
excheejuer, there would be a scramble for public money, 
and -pauperism would be so much stimulated that in a 
short time it would be impossible for the industry of the 
country to struggle against the burdens which would have 
to be borne. In the interest of the poor themselves, the 
administration of the Poor Law cannot be too carefully 
watched. Economists of high authority, such as Malthus 
and Dr Chalmers, were so much impressed with the evils 
resulting from the old Poor Law, that they strongly argued 
in favour of the entire abolition of the system. They 
apparently thought that no country could safely incur the 
responsibility of conferring upon everyone a legal claim to 
be maintained. In our opinion, however, experience shows 
that when the Poor Law is properly administered, relief 
may be restricted to those cases where it is really required, 
and pauperism is far less encouraged than it would be if 
the poor had no other resource than indiscriminate and 
unorganised charity. 

Amongst the advantages associated with a poor law, 
much importance is to be attributed to the influence 
which the existence of a definite prbtection against 
starvation exerts in preventing the feeling of desperation 
and despair amongst the poorest classes ; and these feelings 
being to a considerable extent checked, socialistic schemes 
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and theories have never obtained any very gr('at l\old iv. 
in this^ country upon the mass<\s of the pc‘opk?. It is a ^ ^ 

fact of much significance tliat, in a visit paid to London 
in the spring of 1888 by Mdllc lionise Michel, the leader ! 
of the most (ixtrcune section of French so(‘ialist.s, nothing * 
impressed her more favourably in England than our Poor 
Law system, and after a visit to the Lambeth workhouse 
she declared that if the French poor ])oss(‘ssefl similar 
instituthms which would give them a legal protection 
against extreme dc^stitution, many of the most serious of 
the evils for which they demand<-d rcidress w'ould be 
rcmioved. 

Besides careful administration of the Poor Law, ndcTonce Various 
has in previous chapters Ixmui mad(^ to many other agemm^s, 
that may be brought into op(‘ration to diminish pauperism. 

Thus much sir(\ss has Ihumi laid upcm the inilmaice that into 
has alnwly becai exertc'd by national (‘fluealion. Great 
im[)ortanco has also be(m attribut(*.d to in^provennaits in pauperiam. 
lan<l tenure and to tlu' ext(‘nd(Ml ap])lieation of tln^ prin- | 
ei])les of coop(‘ration and eo-partnershi[). It is also of I 
gn^at moment that no op})ortunity should be lost of bring- 
ing within th(‘ reach of the peo])le every availabh^ facility 
for the promotion of thrift, ft is a gratifying fact thal- ! 
there has been lately a marked decline in intemp<‘ranee 
accompanied by a corresponding gi’owlh of providence 
amongst the poor. As illustrative of the sjm^ad of saving 
habits amongst the poor, it may be mentioin‘d tha t no less 
than one in six of the entire population of the United Kiiig- 
dom is a depositor in the Post Office Savings Bank. It 
may be coniidently anticipated that with the i]ie.rease of! 
providenc(3 amongst the poor, many new forms of saving 
will gradually be developc‘d. By an Act passed in 1882* 
it is possible to devote the smallest sum, even as little 
as Irf. a week, to the ]mrchase of a dc'fiTred annuity 
or to life insurance; and it cannot, wo think, be doubted 
that when the people feel that they hav(‘ Within their 
reach a perfectly safe means of making provisirm for the 
future, it will m\ich l(?ss freipient.ly happen that parochial 
relief is the only resourcci in old age and for those who are 
left widows and orphans. 


' Government Annuities Act, 1882. 
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Before concluding this chapter it will be desirable to 
direct attention to the very serious encouragement that is 
given to pauperism by the* many difficulties that are 
thrown in the way of women b(?ing able to earn their own 
maintenance. If the pauper statistics of an}^ locality are 
examined it will be found that a large proportion of the 
able-b()di( jd who are in receipt of parochial relief are women. 
Thus refc^ronce has been made to the great amount of pau- 
perism in Cambridge. Out of the 311 able-bodied adults 
who in 1883 were in receipt of out-door relief no less than 
230 W(}re women. The ditliculties which women have to 
encounter in earning their own livelihood are often con- 
siderably increased by various laws, ])assed with the mis- 
taken kii'a of promoting their interests, which either forbid 
women to be em])loyed in ccirtain kinds of industry or else 
})lace such restiictions upon their labour as to (ionsiderably 
reduce their chances of em])loyment. Tlu'. Factory Acts, as 
is well known, limit the hours of labour of women, young 
p(‘rsons and children in certain industries. This restriction, 
so far as it applies to children and toyoungpc'rsons, a]>pears 
to us perfectly justifiable, b( realise children are not in a 
position to protect tlnanselves, if the cu])idity of parents 
and employers combines to subject, them to the manifold 
evils of overwork. Interference with tin; hours of labour 
of adults cannot, however, be justified on these grounds, 
and all attem])ts to <'xt(‘nd the application of the Factory 
Acts, so' far as they concern adult women, to those employed 
as assistants in shops or in domestic industiies should be 
most steadfiistly resisted. Reduction of hours and due 
allowance for rest and for meals may, we believe, be ob- 
tained by adults through voluntary means without calling 
in the aid of the State. Whenever it is proposed to place 
legal or other r(‘strictions upon tin; industry of women, it 
should be remembered that (jvory avenue of employment 
which is closed directly caus(;s a great number of women to 
be crowded* into those employments which are still left 
open ; and wages, low enough already, are still further de- 
pressed. Those who take upon themselves to decide what 
work is tit or unfit for women are too apt to forget that 
any industry is better than the wretchedness inevitably 
associated with a life of dependent pauperism, and that 
there may be worse evils in a woman’s lot than anything 
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connected with honest industry. It has been repcvatedly 
shown that women need not suffer any injury from wx)rk 
which is supposed to be degrading in its influenoo. No 
one, for instance, can deny that in many parts of Ki:iglaii(l 
the women who are employed in agTicnltuni are in a most, 
unsatisfactory condition ; thfur wages an^ (extremely small ; 
they are poorly and unsuitably clot laid, ;oid oftfU), driven 
into the fields by the pn'ssurci of pov(‘rty, they work wlnui 
they ought to be attending to tlnur home duties. Many 
who observe th(ise evils are anxious that I^irliament sliould 
prohibit the employment of wonum in agrieulture; but if 
the labour is differe-ntly (*.arri(ul on, it is proved tliat women 
suffer no evils, but are bem^fitc'd by working in th(} fiekis. 
Mr Henley, one of the Assistant ( Commissioners who, in 
1807, inquired into the condition of ]h‘o]) 1(‘ em])loyed in 
agriculture, has given a most ini, cresting a(‘count of ihv 
rural population of Northund)erland. VVIum his d(‘seript,ion 
of these Northumberland labounus is eompared with the 
distressing accounts whi(*h are givtm of tho pi^asantiy in 
other parts of Kugland, it is difficult to b(‘li(‘ve that the 
])orsetshire and Northiunluu-land lalx unvrs an* inhabitants 
of the. same country, ^llte latter earn good wage's: tlu^y 
live well but frugally^ find is cheap: and Ihr.'w hoiis(\s are 
clean and commodious. At particular s('asons of t he year 
the women of the family work in the Helds; but Iiouk* 
duties are never neglected. Th(j women b«‘iug W(dl and 
suitably clothed, their out-door labour is beneficial te 
them, for they generally appear in the most robust hc'alth. , 
Their close contiguity to Scotland seems to have givc'ii , 
those peasants a emdain enthusiasm for i‘du(‘ation. flood j 
schools are abundant, and the children are generally kt‘})t j 
at them until they are twelve or thlrt(^ou years of age. i 
Facts such as these should make us hesitate before we. ! 
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sanction any measures which would compel women to be i 
even more dependent than they now are upon purocdiial ! 
relief. 
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I N the last chapter we corisidenMl the influence which 
is exercised on pauperism by the existing method of 
admiuistiaing jiarochial relief. As yet we have only inci- 
(k'litally reft-Tred to the various financial t[uestions which 
are connected with our Poor-law system. It will, there- 
fore, be desirable to devote a separate chapter to the sub- 
j(‘.et of local taxation, and aft(‘.r having done so, we shall 
as far as possilile explain some of the various complicated 
economic; (piestions wdiich are associated with the inci- 
dence of local taxation. 

When taxation is spoken of in tliis country it is too 
frecpiently forgotten that there is not only imperial but 
also local taxation to be considerc3d, and the one subject 
offers in many rc^spects the most striking (contrast to the 
other. For several years past, although many taxes have 
been remitted, and the expenditure has betm kept ex- 
tremely high, yet the imperial revenue has been more 
than sufficient to meet all demands. When, howciver, we 
turn to local taxation, we observe an entirely different 
state of things. Local expenditure, in the LTnited King- 
dom, ineaiiing by that phrase thci money raisc'd and spent 
by local authorities, has been constantly incrciasing, until 
it has reached in 1884-5 no less a sum than 66 , 000 , 000 /.’* 

I 

* Many of the figures and other facts on local taxation contained in this 
chapter are taken from Mr K. H. I. Palgrave’s work on the Local Taxation 
of Great Britain. , 

^ Although this is the amount officially returned as the local ex- 
penditure of the United Kingdom, it is important to bear in mind that in 
many towns the gas and water are supplied by the municipality ; con- 
sequently a portion of the amount levicjd in the form of local taxation 
must be regarded as a sum paid for value received, 
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If the local expenditure contiiuies to increase during the | 
next twenty-live years in the same ratio as it has in- 
creaseU during the past twenty-live years, it will con- 
siderably exceed the imperial expenditures S<j far as the 
finances of the State are concerned, there has been almost 
invariably during many past years a balance on tlie right 
side. With regard, howi'ver, to local ex])enditiir(*, exactly , 
the reverse has taktai placHf. Local authoriti(‘s, f'r(>in one ■ Excess of* 
end of the country to the other, ar(‘ habituaJly spending ' 
more than their ordinary income. It not unfrecpieiitly I 
happens that thti expenditure is s(> gn^itly in excess of k cMarac- 
revenue, and the deficit to be made up is const^cpuMitly 
so large, tliat thcj amount which has to be borrowed be.'irs nunve. 
no inconsiderable proportion to Ihe entiiH' amount raise ‘d 
by municipal taxation. [The total amount, raisexl by loans 
for local expenditure in the seveui years (mding l(S<S4 5 
amounted to 8(1, 440,9 1 7i. or an a.v(‘rag(‘ of mon^ than 
r2,()00,000«. a year.] 

A statenu'ut of the financial ])osition of Lcaidon for LSSl 
may hv (pioted as an example: 


Locvi, llKvr.xTTK OF London in issl. 


e 

Riiisod by rates 

,, dues, tolls, iocs, and rents . 

,, duti(3a -128,7 Hi 

„ (iov(‘rnmeut subvention . . 57H,2s;i 

,, mi.scellancoiiH receipts . . l,r(ii‘J,Ha7 

„ loans 2,200,470 


f^ocal re- 
venue of 
London in 


j 18SJ. 


CJ 0,040,84:1 : 

From thes(3 figures it a})pears that tin* expcaiJiture so | 
far exceeded the revemu?, that t,he amount raised by loans 
was about 40 pt'r cent, of that raised from rates. The 
state of things diselosexl by thesi‘ tigurc‘s is so serious, 
that it may be supposed tliat tlie metrojxiis is an ex- 
ceptional case. TInfortuuately, h(»wever, this is not so, 
for the financial position of London is tyi^ical of what 
is going on in other parts of the country. As })reviously 
stated, the annual amount of local expenditure in Great 
Britain and Ireland is 00,000,000/.,' and the ent.ire amount 
raised by local taxation is about 44,000,000/., while the The state 
snra raised by loans was 13,:i00,000i. This large excess 

^ [The year (quoted is 1S84 -.5. See Statisticul Abstract, 1HS7.] London is 
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of expenditure over revenue deserves most anxious con- 
sideration. It will probably be urged that the ordinary 
re Venn (3 is always adecjuate to meet the ordinary ex- 
penditure, and that the loans which are annually raised, 
being devoted to carry out works of permanent im})rove- 
mcuit, should be regarded not in the light of financial 
deficits, but as capital (unbarked in eligible inv(3stments. 
It will also, no doubt, be said that a country which is 
advancing so rapully in wealth and population can afford 
this local ex])enditurt‘, and that the increase of (‘expendi- 
ture is aft(‘r all of trifling importance compared with 
the growing pros])erity of the country. Pleas similar to 
these are very generally accepted as constituting valid 
exciis(3s foi* the larger outlay u])oii which we hav(3 just been 
commenting. A little iiapiiry, however, will at once dis- 
close facts* which show that such a defence as is generally 
])ut forward in favour of the pn'si'iit local c3X])enditur(‘ is 
inadecjuate and unsatisfactory. 

1,11 the first ])la(*e, it is to be remarked that the cir- 
(mmstances connected with the i*aising and spcaiding of 
theses loans seem to bi^ involved in th(} most im^xtricable 
confusion. It is, for instanc(‘, difficult to discover what 
steps are being taken to repay the loans which are bor- 
rowed. Although it is constantly asserted that th(3se 
loans are devot(3d to such reproductive} works as the 
carrying out of perman(3nt improvements, y(3t those who 
confidently make these assertions have probably seldom 
tak(3n the trouble to see whether they can be borne out 
by the published accounts of local authorities. Nothing 
has been a more fruitful source of financial embarrass- 
ment than the. appi-opriation to ordinary revenue of 
money which is prof(3Ssedly intended to be expended as 
capital. 

An audit of accounts which does not trace the manner 
in which loans are spent is almost worthless. The ac- 
counts of local authorities have rarely been submitted to 
this ordeal, and until they have been, it will be impossible 
to know the true position of local finance. But of all the 
prevalent misconceptions on the subject of local taxation, 
none is so fruitful of mischievous consequences as one to 
which allusion has already been made. People are almost 
forced, by constant reiteration, to believe that the increase 
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in local expenditure is much less serious than it other- I, iv. 
wise ^would be, because* the population and wealth of j v . 
the country are increasing at. a much more rapid ratt‘ i is increas- 
than the expenditure. Idiat tliis sup[>osition is alto- | 
gether erroneous, is at oncv shown by considering sonre * 
of the statistics of local taxation. Th(' tigurt^s about 
to be (piotcd refer to the. local oxj)'ajdltnre of Tiiv(‘rpool 
since lcS4l. 

It need scarcely be said that the increase in the pro- 
duction of wealth, which is s{> niark(id a (diai'acteristic 
of the present time, began stjoii aftei* 1S41, and that 
probably no town in the kingdom has f>ros]K!red in on; 
than ljiverp(K)l by the un])rerH‘d<‘iited d(‘V(;lopinent of 
commerce and trade, which has taken place during the 
last (juarter of a ciMitury. In l<S4L in the parish of 
Liverpool, which forms only a j>art of the borough of 
Liverpool, tin; amount raised by rates was .Sl,7dd/. This 
amount has steadily increased, until, in 1(S<S2, it was 
*177, 29n. In 1<S41 tin; local taxation in the parish of 
Liverpool represen t('d a charge* p(‘r lu'ad of 7.v. 4f/. In 
1<S70 this charge had inen^ased to no less a sum than 
\L 5s. ’W., and in 1(S(S2 it amounted t(» 1/. Ki.v. 7(L 

The rates have not grown in the same ])ro]>ortion ; th(‘ir 
growth, however, is sutheient to ex(;it(‘ seri<*us alarm. In 
184] the rates in this parish wen* 2.s’. in the pound : 
in 1851 they were Ih. 4f/.; in 18(U), in 1871, 

4s. 5\(L; and in 1882, 5s. 

The theory that the increase of local t*x[)en(litur(* is 
only proportionate to the increase in w(‘alth and ])o])u- 
lation, is completely ilis})roved by the figun*s just <juoted ; 
for they show that, in one of the wi'althiest and most 
thriving towns in the kingdom, tlu; charge which local j 
taxation iinposc‘s upon each inhabitant imaeased in 40 | 
years 498 per c(;nt., and that the rates irnp<»sed upon all | 
the property assessed increased in th(; sam<; pt*riod 95 j 
per cent. It may perhaps be thought that the parish | 
of Liverpool exhibits exceptionally untav^ourabh' results. ; 

The reverse, however, is the case, as will be s<h‘U from the ; 
following remarkable figures, which describe the growth j 
of local taxation and local expenditure in the townships j 
which compose the borough and suburbs of Liverpool. In | 
the hundred of West Derby the rat<3s advanced in the j 


pidu/ than 
the, natioH’ 
al wealth. 


Example : 
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BOOK IV. period referred to from 1.9. Id. in the pound to t)5. l|d.; in 
^ Everton they wcire, in 1882, 69. lOrf. in the pound ; and 
in Kirkdaie they were 65. 7^^d. In order to make this 
picture oi increasing financial burdens complete, it may be 
TianitioiuKl that the debt of Liverpool has increased in the 
ptiriod referred to more than 478 per cent., namely, from 
1,212,192/. to 5,795,410/. We shall presently have oc- 
casion again to refer to those figures, but it is perhaps 
dcvsirable to dwell for a moment or two on some of the 
reflections which they suggest. 

It may be asked, What will be the consequences if that 
which has taken place during the last forty years is to 
be continued during the next forty years ? Local taxation 
will then impose upon each inhabitant a charge of more 
I han 8/. per hiad, and the rates will be not less in the 
West Derby hunclred than 24,9. in the pound. It will 
no doubt be said that these are hypothetical conclusions, 
impossible of realization. But where are we to look for 
an effective resistance, to that increasing ijxpeiiditure 
which, as we have seen, has been during the last forty 
years advamnug with sure and steady steps ? I'o look 
for any (iffective resistance at the present time, when 
there is not only increased taxation, but increased borrow- 
ing, is about as reasonable as to suppose that a fire can be 
extinguished by pouring oil on the flames. What does 
this increase of local indebtedness show ? That, great as 
has been the increase in local burdens, still the revenue 
has be(ui insufficicuit to nuiet the expeuiditunj. 

Although in some of the townships which compose the 
borough of Liverpool, the rates are more than 6s. in the 
))ound, yet side-by-side with this onerous taxation an in- 
creased liability, or in other words augmented rates, are 
being stored up for the future. The prosemt system of 
local expenditure, which leads not only to increased taxa- 
tion, but also to increjised borrowing, is often defended on 
the ground t>hat no inconsiderable portion of the money 
which has been expended, has been devoted to permanent 
works, and therefore the outlay once made will not have 
to be repeated. But considering that this growth of local 
expenditure has been continuing unchecked during the 
last forty years, is it reasonable to suppose that it will 
be arrested, unless the system of administration and 



Local Taxation » • 

general policy with regard to local (expenditure are funda-^ 
mentally changed ? As will be presently inon* fully 
shown, the existing system of local gov(‘rnnient seems 
especially devised to weaken some of th(‘. most, etlVctive, 
securities for ecHmomy, and to destroys the guarantiees of 
administrative efticiiuat'y. A fciw veal’s ago, it was stated 
by the President of the Local (I'ovirmnent Hoard, that. 

“ there is a chaos as regards authorities, a chaos as legaids 
rates, and a worsii chaos than all as ri^gurds areas of tax- , 
ation. And not only tliat,, but eviuy (lidVrent form of 
collection which it is possible to c.onceivi' is muplov^'d 
by the various local authorities administiring thesis 
various areas.” That this doseript.ion is in no way’ c‘x- 
aggerated, is abundantly shown by smdi facts as thi‘ 
following: — In count ly districts tlnwc' are usually threi' 

( iri'as of rating— ])(?tty si‘S8ional divisions, higliway dis- 
:ricts, and Poor-law unions, ^fhcse, instc'ad of btang co- 
incident, often overlap each ot)u*r so as to product* such 
iuextrlcabU*. eonfusion (hat the Saiiiia.r\ ( 'ommis.sion, in 
its report of LSTO, declaivtl that result is “ tlu' 
maximum of embarrassment and waste of local govern- 
ment, and the utmost loss of means and t‘ft(‘cliveiiess.” 
Ill towns th(‘, state of things is worse, if possible, than 


Confusion 
ransrti by 
the dijfrr- 
cnt (treas 
of rntiny 
not beiny 
coinci- 
dent: 


ill the country. It usually ha])p(‘us, f<»r instauct*, that 
there are in boroughs threi*. se[)arab rating* authorities 
— viz. the board of guardians, the town e.ouiudl, and tlu^ 
local board of health. To thes(> r(*(*<‘nt legislation lias ffnd by the 
added a fourth, for the school-boards have tlu* powta* j 
to levy^ rates, (k)unty magistrates also ]v\y rates for , 
county purposes from a town ])opulation. Thes(‘. various ; 
authorities levy rates at different times, by diffi*rent sets 
of officials, and often by- different methods of assess- 
ment. In many })hic(^s it hajipens that the t»)wn council 
attends to tiie ])olicc, appoints various committees, Uivies 
a borough rate, manages the water-works, a,nd levies 
a water rate. The local boanl of Inuilt-h fnanages tlu^ 


roads, levies rates for their maintenanci' and for all 
sanitary matters. Sometim(3S it happens that wdien the 
water-Wks and the gas-works are owjkhI hy the munici- 
pality, the one is managed by the town council and the 
other by the local board of health. It will scarcely be 
believe(l that the town council and the local board of j 
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health are composed of exactly the same persons. 
They arc, in fact, the same body under two different 
names. Jt is easy to imagine how innumerabre are 
the complications which arc thus unnecessarily created, 
when it is remembered that the result of giving this 
body two different names is that rates are collected 
by different sets of officials at different times. The 
borough rate, which is levieil by the town council, is 
in some cases paid out of the poor rate, which is levied 
under the authority of the board of guardians. Other 
rates — such, for instance, as the cemetery rate, and a 
contribution to the county lunatic asylum — are paid out 
of the poor rate. The board of health levy a general 
district rate and a lighting rate. The general district rate 
is levied, like all rates under the Public Health Act, with 
an exemption of 75 per cent, in favour of market-gardens 
and railways. These exemptions do not apply either to 
the borough rate or to the poor rate. 

Insteacl of the system being im])roved, additional com- 
plexity is constantly being accumulated upon it. Nothing 
has been a more striking characteristic of the legislation, 
of recent years, than the rapidity with which new rates 
have been called into existence. From time to time 
various schemes are favoured by the public for effecting 
reforms in the social condition of the ])eople. Each of 
these schemes, as it obtains legislative sanction, too fre- 
quently leaves its mark on the country in the creation 
of a new rate. Thus in a comparatively few years Parlia- 
ment has called into existence the following new rates : — 
Burial Board Rate, Public Library and Museum Rate, 
General District Rate, Sewerage Rate, Parish Improve- 
ment Rate, Animals Contagious Diseases Rate, Borough 
Lunatic Asylum Rate, Borough Baths and Wash-houses 
Rate, Borough Improvement Rate, and Borough Burial 
Board Rate. 

Allusion has already been made to the fixet that since 
the passing of the Elementary Education Act, in 1870, 
a considerable portion of the expense of educating the 
people is thrown upon the rates. It would be out of 
place here to consider a school rate from an educational 
point of view, but it is necessary to refer to it so far as it 
affects the ({uestion of local taxation. The present school 
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rate may bo almost indotiiiitely increased if the proposals 
which arc now infinoutially put forward in favour of general 
free ccfucatiou should be sanctioned. Jf free oducatJon wore 
conceded it would be impossible t(» restrict it to the labour- 
ing classes, because if the workman earning thrcje pounds iu 
week has the schooling of his children paid for, will it be 
possible to refuse the same privilege to the small tradtiS- 
maii, to the poor clerk, or to half-pa}* oliioers, ciejg} men, 
and others who have to kcicp up a respectable a])|:)earanc,e on 
an income not larger than that earimd by many a skilled 
mechanic ? It is, moreover, im[)ortant to bear in mind 
that this demand for fret^ edu(‘atioii is sim[)ly oiu; offshoot 
of a sentinient which seems destined to exeixise a rapidly 
extending influence. Scarcely any one can fail to be. 
struck with the growing tcuideney whi(*h there lunv is to 
support various proposals, all bas(Hl upon ,lJie ]jriuci])le 
that an individual shoidd be able to look to the general 
community for such ]K‘cuniary assistance as will (.‘liable 
him to gratify many tastes and satisfy many wants. Fwv 
education would enable a, parent to make others pay for 
that instrucdicjii which has now been declaied to u(.?ces- 
sary to a child. Ily State (anlgration it. would Ix^ possible 
for a man to throw u}Kjn others the c.ost of his settling in 
another (country. The boarding-out system, which has 
lately been engrafted on our P(jor Law, may giv(‘ to those 
who are willing to des(3rt tlieir ehildren an assurance that 
they will be carefully tended in healthy country hoincjs, 
and will enjoy many more (xanforts than the majority of 
working men are able to secure for their families. 

Inhere is scarcely a single subjo(;t of soe.ial ref(.>rm now 
discussed by tin*, public, with wliich there is not sure to 
be associated some proposal that will necessitate; an in- 
crease either of loc:al or impt;rial taxation. Special atten- 
tion has already ‘ been dir(;eted to various sclnmies now 
constantly brought forward, w'hich would involve a large 
expenditure of public moin;y, and would conse*[uently load 
to a great increase in either imperial or local taxation. 
These proposals are, no doubt, powerfully encouraged by 
the feeling so widely prevalent, that in a country where 
wealth is accumulated with such great rapidity as in 

1 See Chap. xi. Book n. p. 282. 
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England, neither harm nor peril can result from n.n increast 
in expenditure. It, therefore, becomes of great importance 
to say a few words on this particular point. Reverting ii 
the first place to some of the statistics already quoted ii 
'reference to Liverpool, it will be seen that even in tha^ 
town, which has certainly been one of the most prosperoui 
in the kingdom, local expenditure has far more than kep 
pace with the remarkable growth both of her wealth aii( 
population. Not only has each inhabitant to contribute i 
much larger sum than formerly, but jiroperty has to bear ? 
much heavier aggregate rate. It will no doubt be urgec 
that, as the town has become much wealthier, the contribu 
tion of IZ. 16.S*. 7rf., which is now levied from each inhabitant 
(loess not represent so great a sacrifice as the contributioi 
of 7s. paid in 1841. It is not, however, difficult to shov 
that such an argument is erroneous, and is calculated t( 
produce very mischievous conso(|uences. In order to proV( 
this, it is only m^cessary to remember that, even in th< 
luost prosperous towns, there are sure to be found thou 
sands whose condition is one of extreme- poverty. The vas 
accumulation of wealth, which is so striking a characteristi 
of the pres(3nt time, does not, unfortunately, prevent j 
great number from living in squalor and. destitution. Thor 
are so many thousands just on the verge of pauperism, tha 
nothing (;an be more (erroneous than to assume that there i 
a marked difference in the pecuniary resources of some e 
those who are, and some of those who are not, in th 
receipt of parochial relief. The addition which is sure t 
be made to the number of paupers by any adverse circum 
stance, such as a depression in trade or scarcity of foo( 
affords indisputable evidence that the struggle whici 
thousands are carrying on to resist the necessity of claimini 
relief from the parish is so close and so severe, that the issu 
of the contest may be determined by some circumstance 
the influence of which may at first appear to be but trifliii}, 
The balanc(3i between dependence and independence is s 
nicely adjusted, that the weight of a hair is sufficient t 
turn the scale. It will, in foct, be scarcely disputed by an^ 
who are practically acquainted with the present condition 
of our poor, that each addition made to the rates weaken 
the force of resistance of those who are carrying on th* 
struggle to which we have just referred; and consequent!; 
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oacli iijcrcasc in rates must ex(Tt a tendency to iiicroasc 
paupe^’ism. This, tliorefure, suggests one of i>ho most serious 
considerations conncctc^d with the growth of* loc.il ex- 
penditure, for it shows tliat unless some agimcies can b(' 
brought into operation to c‘xorcise an eeonoinising in- 
fiuence, a large (‘xpendilure at the pre^sent time* will 
create a riecessity for a still larg<'r expendif ure. in the 
future. Many agencies may, no doubt, be l)ruughi into 
operation not only to diminish the pres(int local (‘xpiaidi- 
ture, but also to prevent its it icrease in tln^ future, Jlefer- 
(mce has already b(ien madci to the impojta,nc<‘ of con soli - 
datiiig the various rates, and introducijjg more (‘oneentra- 
tion into local administration. The, necessity lias also 
been insisted upon of most carefully guarding against tin* 
tendency Avhich then' now is to make mwv d(‘mands u])on 
local funds. J^efon; proce(‘ding fuitluT, however, it is 
desirable to say a tew w^ords up(»n various projiosals whi(;h 
are now receiving much sup])ort, the eff<‘ct <d‘ vvliielj would 
!)(*., not to promote' gj-eater economy, but to produce gi'c'ati'r 
extravagance in local (‘X[)enditure. 

From time to time it is proposed to l.ransfev various 
charges from local t(^ iinpc.'rial funds. Tln'iii are many, 
for bistaiUH;, who advocate a national poor rat,(‘., aial the 
House of Commons in 1872 affirmed b\ a. Ia,rg(' majority 
that a considerablt' portion of the cost of maintaining 
lunatics and th(i ]>oli(je should be borne by the Consolidated 
Fund, and the amount vob'd out of im[H*rial funds for t his 
])urpose consii h *rably (‘xceeds 4, 000, 000/. a. year. Sucli 
proposals as these obviously sugg(jst two distinet S('ts of 
considerations— viz., those which are political and those 
which are financial. It would, of course, ho iuapprojaiaU' 
to discuss the subject here in its p(>li(i(!al aspc'ct. Hpon 
this branch of the question it lujcd simply b(‘ remarked 
that a transfer of charges from local to imperial funds 
would inevitably wf'aken the principle of local s(df-govern~ 
meut. The money whi(;h is provided by the-8t{it(‘. onght, 
of course, to bo administered by the State, and not by 
local authoritie^s. The principle of local self-goverunieut 
has done so much to diffusi> amongst the pc'ople a spint of 
self-reliance, that it bchov<.*s us to resist with the utmost 
firmness the introduction of any centralising tendency. 
It is, however, not difficult to show from purely financial 
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^ > sanction were given to demands that are now constantly 

being made, to transfer various charges from local fates tc 
the Consolidated Fund. No device that can be imaginec 
woidd more ehectually weaken all the guarantees foi 
economy. Each locality is interested in economy when it 
is known that the district will have to bear tlie burden oi 
any outlay which may be incurred. But when public 
money is to be spent there is a regular scramble for it 
and, each town and each district thinks that it is directlj 
benefited by getting the largest share possible of thi^ 
money. There is the broadest distinction between econom} 
in the abstract and economy in the coiic;rete. A candidate 
seeking the suffrages of a constituency may bo applaudec 
to the echo by pledging himself in favour of rigid fru 
gality in the expenditure of public money ; and at the 
same tirnci it is only too notorious that this enthusiasn 
would not be forfeited, but would on the contrary b( 
greatly increased, if he should afterwards exert himself ti 
obtain for this same constituency a grant of public mono; 
to be S(]uandered in some ])erfectly useless local under 
taking. Experience more and more confirms the opinioi 
that the great bulk of the people think that money cai 
be taken out of the Consolidated Fund just in the saim 
way as water is drawn from a 2 >oremiial fountain ; th( 
stream, it seems to be supposed, ceaselessly Hows, and m 
labour nor sacrifice is required to rejjlenish it. M^her 
however, it is rememb(;red that the Consolidated Fuiic: 
far from being this fountain of wealth, never obtains i 
shilling which is not taken out of the taxpayers pocket 
it at once becomes evident that the transfer to this fiuu 
of local charges would, by leading to greater expenditure 
not lessen the aggregate burden of taxation. 

As a striking instance of the inconsiderateness of mam 
of the opinions which arc propounded in reference t 
taxation, it % may be mentioned that those who urgentb 
demand the? transfer of local charges to the Consolidator 
Fund, simultaneously display an equal eagerness for ^ 

' free breakfast-table,' and for the unconditional repeal c 
the income-tax. It might be thought that a moment’ 
reflection would suffice to show that if 2,000,000Z. of loca 
• charges were transferred to the Consolidated Fund, thi 
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fund would have to be increased The money will not be iv. 
rained^ down from heaven. There is one way only by v* 
which it can be obtained, and that is ])y inenvasod tax- i 
ation. But if taxation is to be increasi^d, direct taxes, ! 
such as the income-tax, must be augmented, or indirect 
taxes, such as taxes on eommoditic^s, must be made to i 
yield more to the State revenue. | 
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W ITH a few exceptions, all local taxation is eontined 
to levying rates on land, houscjs, and business pre- 
mises. The (‘xceptions to which wo refer are certaiti tolls 
and dues, and in a hnv instances, (certain commoditicjs, 
such as in London, corn, coal and wine, are subjected to a 
small local tax. It oftcai happens, however, that the toll 
or due is simply the price charged for a distinct service 
rendered, and thcTcd'ore can hardly be regarded as tax- 
ation, Thus a market toll is paid for the accommodation 
which a market provides; a harbour due is in a similar 
way paid for the accommodation obtained by shipping. 
These tolls and dues, when so adjusted as to return not 
more than a fair compensation for thr; outlay incurred in 
the erection of the mai‘ket or in the c.onstruction of the 
harbour, may be jmiperly looked upon as remt paid to a 
corporate proprietor. In such a case it would be as 
unfair to consider these charges to be taxes, as it would 
be to consider as taxation the price paid for a telegram or 
for the ])ostago of a letter. With the excc'ption of the 
duties in LondoTi above referriid to, and a small tax on 
coal in Brighton and a few other towns, there is scarcely 
any instance in this country of commoditiiis being sub- 
jected to local taxation. The only other source of income 
besides rates Irom which local revenue is derived consists 
of a certain amount of landed and house jnoperty held by 
corporations. It is extremely difficult toc ascertain th(i 
exacit amount of this property,* and many qiicstioils con- 
nected with its inanagcnKmt and its a]>})ropriation require 
very carelul investigation. In reference to the local tax- 



6is 


The Incidence of Loc(il Taxation. 


ation of London it appears that in a single year, 1868, an 
item was put down ol* 580,000Z. as rents and sale's of pro- 
perty.* It is certainly somewhat reiiiarkable, tliat tli('- 
money derived from the rent of ])roperty and the sale of 
property should be thus lumped together in one sum. 
Few questions b('uring upon the future tinaneial position 
of London can i)o8sess gi*(‘ater practical inten'st than to 
determine at what rati^ its corporate pro|.K‘rty is bedng 
sold and devoted to ordinary income. [Tnless some rcjasons 
can be alleged which do not r‘eadily suggest themselves, it 
seems very difficult to justify these sales of property, wlun 
it is remembered how rapidly projHjrty is advancing in 
value in London. 

Not only has it been shown that locul taxation con- 
sists almost (uitirely of rates hnic'd upon rea^)roperty, 
but it is essential to reimanber that innleT^ihe present 
system thes(i rates only can bo n'stu’ted to if it is neces- 
sary to obtain an increase of revemue from lo(!al tax- 
ation. Thus, as tin.', expenditure of London increases, 
the local authojities hava* the [Knver to provide for it by 
increasing the rates; they could m*t, howi'ver, without 
a special Act of Parliameiit, increase the duty on coal or 
impose any fresh taxatioii on comino(litios. Idiis at on(*(‘, 
suggests a fundamental and most important distinetioii 
between imperial and local finance. If the national ex- 
penditure increas(vs, the additional re\(‘nue Avhicli may 
bo re(juired can be obtained in many different ways. 
Any existing taxes or duties can ])v incn'ased, or new j 
taxes can be imposed. The additional revenue, howtwer, ! 
re<[uired to meet an augnumtation in Incal oxpenditnre is 
obtained by the imi)()sitiou of higher ratc'S upon land, 
houses and buildings. The remark lias^ ah’eady b(‘.eii 
made that each tax has its own peculiar imMpiality, and 
with it there is sure to be associated some special disad- 
vantage or injustice. Thus, it is impossible to prc'vent 
a great deal of fraud in connexion with th^ inoomo-tax. 
Many incomes, of which the exact amount cannot be 
ascertained, often pay much le.ss than tiny ought, and 
consetiucntly iffi additional biirdeTi is thrown upon in- 
comes which ciin be accurakily known, such as those I 
derived from the Funds and from salaries. It is probabhi 
that if no deception practised in connexion with th(‘ 
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income-tax, a tax of 5d. in the pound would produc 
as much as is now yielded by a tax of Gd in the pounc 
The chief iuetjuality belonging to taxes on comnioclitics i 
to be attributed to a very different cause. Thus it ha 
been shown that such a duty as that on tea cannot b 
made ad valorem. Consequently the cheaper qualitie, 
of tea have to bear three or four times as heavy a ta: 
as is imposed upon the expensive teas consumed by th^ 
rich. It is, therefore, evident that if either the income 
tax or the tea duty be alone increased when additiona 
revenue is needed, those will be placed in an exceptionalh 
unfeir and unfi^vourable position who are most affectec 
by the particular inequality which, as we have shown 
belongs to each of these methods of obtaining revenue. 

When the incidence of local rates is investigated, i 
will be readily perceived that what has been said ii 
reference to some special ineipiality clinging to each ta? 
is certainly true with regard to local taxation. Fron 
facts to be presently adduced it will be shown that loca 
rates fall with the greatest severity upon the occupiers o: 
houses. Hence as all increase of local expenditure haf 
to be provided out of rates, each addition to the ratefi 
must necessarily accumulaUi inequality upon the occu^ 
piers of houses. No redress can be given to them, ai? 
may be the case with imperial taxation, by occasionally 
shifting the main pressure of the extra burden to son^e 
other class. 

Before proceeding to trace the incidence of local tax- 
ation, it is important to show in what proportion the 
aggregate amount raised by rates is contributed b}^ differ- 
ent classes and different kinds of property. An imprcis- 
sion no doubt very generally prevails that by far the 
largest portion of the amount raised in this country by 
local taxation is taken from the land. The following facts 
will, however, clearly prove that by far the largest portion 
of the amou!it now raised by local taxation is levied 
not on the owners or cultivators of land, but on the 
occupiers of houses. It will, moreover, be shown that 
the great increase in local expenditure which has taken 
place for some years past has caused an addition to the 
burdens on land, which can be regarded as of only trifling 
importance wlien compa.red with the augmentation in 
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rates paid by the occupi(irs of houses. The striking | 

figureg which are about to be cpioted an^ (*ontaiiK‘(l in > 

Mr R. H. I. Palgravo’s work on ‘ Local TaxatiotK Jn | 

1814, of the whole jiTnoimt of property assesscMl to rate's, i 
69*28 per cent, consisted of land, 27*84 p(T cont. of hous<‘ui, 
and 2*88 per cent, of othr^r property. Tt is impossible to 
obtain accurate returns for the, ])eriod })etween 1814 and 
1842, but in 1848 and 1868 tbe percentages respi < t-ivc^ly 
were — 

1813. iSfiS. 

Land .... 4910 33*20 

Houses . . . 41*44 47*27 

Kailways . . . . 2*82 11*11 

Other property . . ()*G4 8*12 

Those figures prove with striking distinctness that land, 
in comparison with other kinds of' r('al pro])(*rtv, is (;on- 
tributing a continually diminishing amount to local tax- 
ation. Such a conclusion, though at vai’iane(^ with what 
is* currentlv b(‘li<‘V(d on the subject, admits of a | 
obvious explanation. Although there was up \o the period | constantly 
to which reference has bcjen made, 1868, ;i coiK'^tant in- | (foninish- 
crease in the value of laud, yet, in eonsecpu'nce of its ; 

([uantity being limited, the addition made to if s aggregate ■ luantion. 
value is small when compared with l-lie increase in the 
value of houses and buildings, th(? number (d* wbhd) can be 
indefinitely multiplied. Accordingly, it is found that, (‘stl- 
mating the valium of land by the amount iit which it is 
assessed, the increase in its value hetwiien 1814 and 1848 i 
was 14 per cent.; between 1814 and 1868 it was 28 per j 
cent. Houses increased in value (hiring the same periods , 
no less than 188 ])er cemt. and 856 per cent.; and the in- ! 
crease in the valm; of other kinds of jirojierty was ivspec- j 
tively 428 and 1727 j)er (;ent. j 

Mr Pnrdy, who was for many years officially connected | 
with the Poor-Law Board, anti had a high reputation as i 
a statistician, stated, after a very cand'ul •investigation, | 
that, in consoxpicnce of the great increase in the ag- | 
gregate amount at whicli houses and otlu'r kinds of ! 
property are assessed, “in 1864-05, as against 1851-52, 

10*3 per cent, had jiassc'd from the laiul, and gone upon 
other assessable property.’’ It, therefore, appears that a 
constantly increasing ]>roportion of local expenditure lias ; 


j lAindf in 
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to be borne by the occupiers of houses, and not by the 
owners of land. 

It will be necessary to bi^ar this conclusion very care- 
fully in mind when impiiring whether the demands of 
tjiose can be justly conceded who assert that the land 
is nnfiiirly burdened with local taxation, and that relief 
ought to be given out of the Consolidated b\nid to the 
owners of land. When it is so frequently stated that 
the owners and cultivators of lancl are subjected to 
peculiar hardship from the ])resent system of local tax- 
ation, it is apparently forgotten that rates arci generally 
much lower in the rural than in the urban districts. 
Again nderring to Mr Palgrav(j s work on Local Taxation, 
it may be mentiomid that he gives the average rates for 
Wiltshire as 36*. 10 i A; in Salisbury, 76*. lOd; Cheshire, 
26. Chester, 5s. 2l(i; Devon, 36. 2|(/.; Plymouth, 

()6. lOu!.; Norfolk, 36. Id.; Norwich^ 76. I'd.; King’s Lynn, 
7s. 2.^d.; Leicestershire, 26. 7 Ad.; and Leicester', 46. 4|d.^ 
8uch facts as tliose add one more argument to the many 
tliat can be advanced in support of the conclusion, that\, 
the burdens of local taxation ])ress with greater sev(i- ^ 
rity upon the occupku’s of houses and business ])reniis(js 
than upon the larnkul intcirest. It ’ is now, however, 
necessary for us to })roceod to consider by whom the rates 
which are levied upon various kinds of property are really 
jjaid. 


It seems to be a fundamental principle of our system of 
rating tliat rat(‘.s are to be levied on the occupiers and 
not on the <>wners of property. Thus in the case of 
cultivated land, nt^es are paid by the ttmant-farmer and 
not by the landownfer. In the case of houses and business 
])remis(js, rates are levied on the occupier, and not on 
the owner either of th(', building or of tho ground on 
which it stands. It cannot, however, be too carefully 
borne^in mind that, although rates are thus always paid 
by th(‘ occupicjr, yet there is a fundamental distinction] 


1 Tho higher rates prevailing in towns are no doubt^partly due to the 
circumstance rofened, to in the last chapter, that rates in towns fre- 
quently include payments for water, lighting, paving, draining, etc. 
But after making full allowance for this, it cannot be doubted that 
local taxation is almost invariably much higher in the towns than in 
the rural districts. 
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between the incidence of rates when imposed upon land, 
and when imposed iijK)n houses and buildin^^s. It will not; 
be dif^eult to show that rates, though levied on tlic 
occupier of land, arc really paid by the landowner, whereas 
the occupier of a houses or building is not, to the sanu; 
extent, able to shift the burden from himwdf to the owik'i-. 
As the distinction just pointed out is of the utmost Im- 
portance, it will be desirable to explain It with as much 
care as pos.sibl(\ Ijet us therelrm^ in the first inst.an(;e, 
iiKjuire upon whom the burden of rates n ally falls in tlu^ 
case of cultivated land. IVobably the bc.'st. way to (con- 
sider the subject will be by tine following exjuu])le. Let 
' it be assumed that a tenant-farmer j)ays a nent of TOGO/, a 
year, and that in addition to this rent hv. also has to pay 
rat(is to the amount of 200/. a yenr. Sii]ipose an Act waa'tc 
passed to abolish all rabes by (ransfi rriug all hxcal charge's 
to the. Consolidated l^^uud. If the farnuT w(T(‘ a yc'arly 
t(3nant, the landowner would naturally say to him, 'You 
are now released fi'om all rates, and tin* 200/. a yc'ar 
whiccli you arc' tluis kSuvchI you (‘an allbrd I 0 pay nui as 
additional rent.’ if the tenant objecled to ])ay this 
additional rent, the landowner would ha\c^ no difiicully 
in obtaining it from sonu'one (dse. Nothing would Inivc^ 
occurr( 3 (l to affetet eltlnu* tluj price of agjhxilt.ural [>roduc(5 
or the cost of cultivating land, and l lu' farm let nt 1,200/. 
a y( 3 ar would be just as (dieap, or would yiihl just as large' 
a profit, as when the tenant had to pay 1000/. a yc'ar as 
rent, and 200/. a year in ratcvS. IF t.lu' farnuir, instc'ad 
of being a yearly tc'uant, held the land u[)om leas(\ it is 
evid( 3 nt that although tin? landowner would not be abh' so 
immediately to appropriate to himsc'lf rlu; saving resulting 
from tb (3 land being reliovaxi from rates, yc't In^ would 
' be able to do so at tln^ expiration of the Ic^ase. It is, 
\ therefore, evident that if rates wen; altogethc;r remitted, 
the advantage would be sooner or later appropriated not 
by the cultivator but by the owner of laud. i<>om similar 
reascjning it can at once be shown that, if i*al-es are le- 
.dneed, the rent of land will be ultimately i non 'ased by an 
amount exactly* (xpiivalenl to the reduction in rates. If, 
however, there is a lease;, the rent cannot be raised until 
* the expiration of the lease, and coiisexjuently, (luring this 
time, the tcaiant is able to appropriab; to himself the 
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advantage resulting from the reduction. Tenant-farmers, 
therefore, are entirely misled, if they suppose that they 
are iritorestod in the amount of rates which is paid to the 
same extent as the landowners. If rents were regulated 
entirely by competition, and not at all by custom, an 
increase in rates would be no loss, and a reduction of 
rates would be no gain, to those farmers who are yearly 
tenants. In the case of fiirnis held J^ase^ the extra 
burden resulting from an increase of rates is borne by the 
fiirmer, and the saving resulting from the reduction of 
rates is also appropriated by him during the period his 
lease may have to run. In order still more cl(?arly to 
show that rates are really paid not by the occupier of the 
land but by its owner, it will perhaps be desirable to 
consider the question from a somewhat different' point 
of view. It is a well-known principle of economic science 
that at any pjirticular time there is a certain rate of profit 
appropriate to industry. This is termed the natural rate 
of profit, and it may be regarded as indicating a position 
of stable equilibrium. If the profits exceed this rate, then 
the industry becomes exceptionally remunerative. There 
arises an active competition to participate in these extra 
profits, and profits are reduced by the force of competition. 
In a similar way, capital will not continue to be embarked 
in an industry which is exceptionally unremunerative, and 
thus a force is brought into operation to raise profits if they 
are reduced below their natural rate. Assuming that 
fnrmers could appropriate to themselves the benefit re- 
sulting from a decrease of rates, farming would become 
an exceptionally profitable industry. Farms would be so 
actively competed for that the rise which would take 
place in rents would at length bo equis^alent to what 
had been saved in ratcjs, and consequently the farmer 
would ultimately be no better off than he was before. 
When it was proposed to abolish the Corn Laws the 
farmers were the staunchest advocates of protection. They 
were deluded into the belief that they, as a class, were 
s])ecially interested in the maintenance of high prices. 
They seemed incapable of recognising the very obvious 
fixet that their rents were adjusted according to the price 
of agricultural produce. High prices simply meant high 
nmts. Untaught by experience, they are apparently 
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about to commit the same error, for they scicim to think i book iv. 
that if rates arc reduced they will be able to appropriate 1 ! . 

the aavantage to themselves. As, however, sufficient has 
probably been, said to establish tli(^ pi-oposition that a 
rate is a charge upon land, and is not a tax on 11^' 
cultivator, we will now proceed to (-(uisidi^r who really 
pay the rates which are levied upon houses and business 
premises. 

It is evident that in the casi*. of a liouse there arcj three Tlw inci- 
distinct persons to be considered. In the first })]a(te, ihertj 
is the owner of tlie ground on which tlic houst^ stands ; ]frZd(m 
secondly, there is the owner of houst* itself; tliirdly, 
tliere is the occupii^r or tenant of the liouse. It may in 
the first instance be assumed that tin' ocei]])ier- has not a 
l(‘ase, but is simply a yearly tenant. It ginierally happens 
that tlu^ aggregate nmt which paid by the occupier 
consists of two portions. He pays a ground-rent to thi^ 
t)wner of the land, and h(‘ pays a noit to tlie owner of the 
house, "riic amount of tbe latt(T sum must Ik* sufficient, 
to give a proper rt'mujieraliou, oi*, in other woids, to yield 
a fair [iroht for tin; outlay in(MUTed in building the house. 1 
This b('ing the case, it is obvious that the amount of nmt i 
thus paid cannot be affectc'd by tin; amount of raU's Itwied i 
upon the house. Capital would not be inv(‘stod in building [ 
uiiless the return was sufficient to yield tin; oirlinary raU* I 
of interest. It, tlnu’clbn;, follows that fai rs must lx; born(‘ j 
either by the occujfier of a house or by the owner of tin; | 
land upon which it is built. In ord(;r to ascertain whetlnu* i 
the burden of rates leally falls up<m tin; owini* of the ' 
ground or upon the occu])h.‘r, let us supposf; that house | 
property is relieved from the payment of lates. We have 1 
then to determine whether the saving whicli would result j 
would be appropriated by the owners of ground-rents or 
by the occupiers of houses. In deciding this ([uestion it 
must be borne in mind that the area of land on which 
houses can b(3 built is not limited in (piajjitity. If, for 
instance, it is assiinu;d that there is a house, the. rent of 
which is 60/., the ground-rent 10/., and the rat.es 20/., we 
have to consider whether the 20/., saverl by the remission 
of rates, could or could ]iot be appropriated by tbe owner 
of the ground-rent. If it were possible for him to appro- 
priate this amount to himself, it is at once obvious that 
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his ground-rent would be advanced from lOZ. to 30i. We 
now, however, have to inquire what is the determining 
cause which fixed the ground-rent at lOZ. previous to the 
remission of rates. It is irianifest that to this ([uestion 
there can only be one answer. The ground-rent is simply 
thci price paid for the use of a plot of ground, and this 
price is regulated by demand and supply. The mere 
remission of rates can exercise no direct influence either 
upon the demand for, or upon the supply of, building ground, 
and conse(juently no change can take place in its price. 
It, therefore, follows that ground -rents will remain the 
same as they were bidbre, and the saving resulting from 
the remission of rates cannot be appropriatcid by the 
owner of the ground-rent, but will represent so much 
gained by the occupier ^of the house. It will be observed 
that ill establishing this proposition it has been stated 
that the remission of rates can exert no direct influence 
upon the price of building ground. I'he expression ‘direct 
influence ’ has been employed because it may no doubt 
happen that a slight indirect effect may be exerted upon 
the jirice of building ground by the remission of rates. 
The gain which will accrue to liouse occujiiers from such 
a remission will enable them of course, if they please, to 
I live in a sornewdiat bettt^r house. Thus a man who saves 
20/. a year from Iiavirig to pay no rates may bo induced 
to take a better house. Again, it no doubt happens that 
a man often delays commencing housekeeping until he 
thinks he is able to afford to take a house suitable to his 
position.) The remission of rates, by lessening the cost of 
housekeeping, would increase the demand for houses. It, 
therefore, follows that the remission of rates, by inducing 
some people to live in better houses, and by inducing 
others to commence housekeeping, would exercise some 
influence on the demand for building ground. The price 
of this building grouml would somewhat advance, and a 
small portion«of the benefit resulting either from a remis- 
sion or reduction of rates would fall to the share of the 
owners of ground-rents and of building ground. Making, 
however, full allowance for this, we still arrive at the con- 
clusion that by far the greater part of the advantage 
would, in ordinary cases, be undoubtedly appropriated by 
house occupiers. We say 'in ordinary cases,' because it 
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in necessary to point out tliat in certain oxccptioTial in- 
stances the reverse of what has just been statcnl takes 
place, and the greater proiX)rtion of the rates is paid, not 
by the occupier of the house, b\it by th(‘ owiku* of the 
ground. The reader will probably p(5rc(3ive that thiunglv 
out the above investigation it has been assumed that the 
area of building ground is not limited in (juantity. It is, 
however, obvious tliat this assumptioji is only true in ex rtain 
cases and with certain (jualitii^ations. It is, for insiaute, 
perfectly well known that some houses possess a mono- 
poly of advantages so far as situation is (•onci']‘iu‘d. Some- 
times the advantagii consists in beauty of prosp(M*-t. A siiiail 
ai’ea of ground may command a beautiful vi<.uv, a,nd there 
IS no p(3wer whatever of increasing the number of hous(vs 
built upon it. In other eases the advantage arises from 
convenience of situation i‘oi‘ business pur])oses. (^ustoniers, 
for instance, arii more* likely to b(‘. at.tracded to those shops 
which happen to be sit uated in the K'ading thoroughfares 
of our larg(i towns. I’lie competition for business ]>r(auises 
possessing these exc-epiiornd advantag(‘.s of situation is so 
^ great that the rent is only in a slight digrc'e determined 
by the value of th(3 building itself, 'rhus, business pre- 
mises at Charing Cross or in Lom]>ard SinM't which may 
only cost 10,000?. to erect may not improbably lot for 
3000?. a year. A profit of ten pei* ce.nt. may b(i ngarded 
as more than an ani]3l{3 return upon moiay invested in 
building. Coiiseipieiitly, in such a case as that just de- 
scribed, where the aiiiiual rent is 3000?., ctTiainly not 
more than 1000?. of this amount can lairly bo regardt'd 
as the rent of the. building; the remaining 2000?. is the 
annual price or rent paid for the use ot the ground on 
which the building stands. Assuming that the rates^on 
this building are 5tS\ in the pound, or, in other words, 750?. 
a year, we have to determine whether th(?sci rates are 
borne by the owner of the building or by the occupier. 
In order as far as possible to simplify the investigation, 
we will, in the first instance, suppose that the owner of the 
ground is also the owner of the building, and it will then 
be only necessary to determine wlu'.tber, if rates were 
altogether remitted, the gain would be secured by the 
owner of the building or by its occupier. It is at once 
obvious that the rent which the occupier pays is not 
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regulated by the cost of erecting the building. The cause 
which here determines value or rent is not, as in ordinary 
cases, cost of production, but the demand which exists at 
any particular time for an article the supply of which 
cannot be increased beyond definitely assigned limits. 
:The rent of an ordinary house is ultimately determined 
fby the cost of production, just in the same way as the 
price of ordinary commodities is regulated by the outlay 
involved in producing them. If, however, there is sofne 
article, the supply of whic^h cannot be increased, such, 
for instance, as a vase designed by a, distinguished artist 
no long( 3 r living, it is evhlent that its price is not in- 
fiueuced by the original cost of producing it, but is solely 
controlled by the dehiand of those who may wish to pur- 
chase thc^ vase. The demand which may be regaided 
as proving efiectual in this casi3, or, in other words, the 
demand which ultimately fixes the price, is to be measured 
by the amount offered for the vase by the purchaser willing 
to pay for it the higln.^st ])ricc. If wo in([uire. why there 
is this demand for the vas(3, or why a person is willing to 
))ay this highest prices, wc‘- can only say that the desire 
maybe prompted by pleasure, or by a prospect of ultiiiiate 
profit. Analogous considerations will show that the price 
or rent paid for a house possessing exceptional advantages 
of situation is only in a small degree intiuenced by the 
cost of building the house, but is (hitermined by the 
highest price which anyone is willing to pay who wishes 
to occupy the house, either for purposes of pleasure, or in 
()rd(;r to secure the extra trade profits which will result 
from the occupation of pr(;mis(is in a peculiarly favourable 
situation. It is evident that this demand, whether prompt- 
ed by pleasure or by an anticipation of gain, is not in- 
fluenced by the amount of rates which may be levied 
on the premises. Thus, assume that there are two sets 
of business premist's, one in the Euston Road, and the 
other at Charing C^ross, which, so far as regards the size 
and general character of the buildings, are identical. It 
is by no means unreasonable to suppose that if the 
premises in the Euston Road let for 500^. a year, those 
at Charing Cross would let for 2,000i. If these should 
be the two rents respectively paid, the difference, 1500/. 
a year, would represent the pecuniary value possessed 
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promises of this character when Hitiuit(Ki at Charing 
Cross, comparcid with the Euston Road. In saying that 
the rents are 2000/. and 500Z. respectively, it is assumed 
that these rents include the atnount })aid in rates. Sup- I 
pose that there is a uniform consolidated rate in tlu'.! 
metropolis of 5^. in the pound ; the aggregate rent of 
2000/. which is paid for tlie building at (sharing (hoss, 
will consist of 1000/. paid as rent to ih<* landlord, iuid 
400/. paid as rates. The 500/. of nuit ff)r the ])uilding 
in Euston Road is composed of rent to landlord, 400/., 
and rates, 100/. Let us now iiKjuire wIkiI would takc^ 
place if rates were altogether remitted. What is true 
in the case of th(i (uitire remission of rates would, pro 
tanto, hold good in the case of roduction of rates. As 
the two buildings, which we are now eo?isid(u*i ng, are in 
every respect of the same size and character, it is manih^st 
that the cost of creeling (‘ach must hav<^ the same. 

Let it be assumed th:it this cost was 4000/., uj)on which 
thcr<‘ is a return of <S per cent. Th(‘. Luston Ro.ad ])reinises 
which let for 400/. a year may eonseciuenlly be regarded iis 
yielding an ordinary rent of il2()/. a year nnd a ground-rent 
of ISO/. The premises at (./haring Cross, in eou.s(.‘(pi(‘nce of 
their erection costing the same as those in the* Kuston Road, 
yield the same ordinary rent, viz. 320/., and the ground- 
rent will consecpiently be 1230/. The imriission (.)f rates 
would not in any way aft’ect the pecuniar} value for biisimiss 
purposes possesstjd by the house at Charing Cross. The 
demand for this house would ho the sanu^ as it was before 
the rates wore remitted ; consequently its owner would 
be able to secure the samci rent for it, viz. 2000/. This 
rent of 2000/. previously consisted of three distinct ele- 
ments; viz. 400/. rates, 1280/. ground-rent, and 320/. 
ordinary rent, or, in other words, the return for the money 
spent in building the house. The amount of this return 
is solely regulated by the ordinary rate of profit upon 
money invested in building, and is not, therefore, in any 
way affected by the remission of rates. Heiicci, when no 
’ rates are paid, the aggi’Ggate rent is still 2000/. a year, 
and as the ordft)ary rent still remains at 320/. a year, 
it therefore follows that the ground-rent will bo increased 
^by 400/., viz. from 1280/. to 1680/. From these con- 
siderations it appears to be proved that in the case of 
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buildings possessing exceptional advantages of situation 
rates are not a charge on the owner or occupier^ of th( 
house, but upon the owner of the ground, because it hai 
just been shown that if rates were remitted, the saving 
•resulting would simply represent so much added to th( 
ground-rent. When businciss premises do not possess am 
exceptional advantages of situation, it is evident, fron 
considerations similar to those adduced in the case 0 
ordinary dwelling-houses, that ratcis are a charge upoi 
the occupier or tenant. It still, however, remains for u 
to determine whether the tradesman who pays rates upoi 
his shop, and the merchant or manufacturer who pays rate 
upon a warehouse or manufactory, is able to shift th; 
burden of these ratcis upon the purchasers and the con 
sumers of commodities. Putting this question in anothe 
form, we have to ascertain whether rates are to be regarded 
as a deduction from trade-profits, or whether they are 
tax imposed upon the consumers of merchandise. It wi' 

; be easy to show that the answer which must be give: 

I to this inquiry will be different under different circum 
stances. 

j In the first place, let it bo assumed that the rates in: 
posed ill different localities are the same, and that th 
home trader has to encounter no foreign competitioi 
Under such circumstances there can bci little doubt thf 
rates would be really paid by the consumer and not fc 
the trader. If this were not so, any increase in rate 
would represent so much taken away from the profits < 
trade. But if trade profits were thus diminished, the 
would sink below their natural level, and the force : 
competition would at once be brought into operation ^ 
restore them to their former position ; for it is obvioi 
that capital would not continue to be invested in bus 
ness if it could be more advantageously employed : 
other undertakings. We have next to inquire wh.^ 
would take ‘place when rates are higher in some localitic 
than in others. Those who carry on business in localiti 
where rates are exceptionally high would be unable ' 
shift the burden of the extra rates upon the consume 
because the competition of those localities where rat 
are comparatively low, would prevent the price of tl 
commodity being raised sufficiently to compensate tho 
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traders upon whom the exceptionally high rates are im> | iv. 
posed. * It is, therefore, (Evident that the trade of a district ! ^ 
may be seriously imperilled if it has to boar rates much I 
in excess of those which are hi vied in other hK*.alilies. A 
merchant or manufacturer may be unable to continue his^ 
business, or may be induced to withdraw his capital to 
other localities, if he has to bear the burden cast upon 
him by excessive rates. Sumniarising the conclusions al; 
which wo have just arrived, it may bo gt^nerally stated that 
rates, so far as thc'.y represent a uniform charge upon 
business premises, are a tax imposed upon consumers. In 
those cases wheni rates are exceptionally high, the excess 
above the ordinary amount constituU^s a S2)ecial tax im- 
posed upon the traders of the locality. 

Til order to complete thc‘ inv(‘stigation, we have next to 
inquire whether the conclusions at whuth we have just 
arrived have in any way to lie modified, when the comj^e- 
tition of foreign tradm's is taken into a, (‘count. It has 
bc^en shown that, as 7*at^(‘S are oi-dinaiiiy a charge upon 
tlu‘ consumer, an increase of rates will raise th(‘ price of 
commodities. Such a rise in price, howtiver, will at once 
stimulate foreign conqxdition. The foredgu producer, 
anxious to avail himself (d‘ thcise high prices, will send us | 
a greater (quantity of goods. This augineiitatiou iti the* ' 
foreign supply must exert an iuHuenco in redm^iug laicH'.s. • 

Ft will couse(puuitly follow that the hoivui trader, when 
rates increase, will only b(i able partly to recoup himself 
by a rise in j^rices. The bmxlcn in this case will have l.o ; 
bo shared bc^tween the trader and the consuTuer. Thc| 
more ratios are increased, the greater will be tln^ ad van - 
tago given to our for(‘ign competitors. It may quite 1 
possibly happen, that a constant incrciase in rates might 
ultimately jeopardise the very existence of many branches 
of industry, in which there is a close competition between 
the home and the foreign producer. 

It may, in conclusion, be desirable to tratle the inci- 
dence of rates when imposed upon such undertakings as 
railways and gas^and water- works. Nothing can be more 
anomalous and confused t^han the methods adopted for 
levying rates upon these undertakings. It has been 
already stated that rates arc levied upon the annual let- 
ting value of business premises, and not upon the profits 
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I realised from the business. In the case of railways and 

1 water-works, rates are levied by*an absolutely upiiitelli- 
Igible process. Thc}^ are, in a certain rough way, imposed 
^lpon the profits realised. The laws of rating, so far as 
•this kind of property is concenied, are simply a mass of 
heterogeneous and contradictory jargon, which no amount 
of human ingenuity c.im interpret. A late eminent judge, 
in giving his decision in a dispute arising from the rating 
of some water- works, declannl it to be impossible to recon- 
cile or to understand the various contradictory Acts of 
Parliament whi(;h bore upon the subjc^ct. We must 
however, forbear from pur.suirig this branch of the subject 
at greater length; for the 'object we have in view b 
rather to trace the incidence of rates than to adduce 
instances to prove how impcrativ(‘.ly our entire system o: 
local finance and administnition requircis fundamental 
reform. The raters which are imposed on railways arc 
usually supposed to be a charge' upon railway travel h*rs 
and not a charge upon the projmetors of railway stock 
Some valid reasons, however, may lx?, adduced for arivin^ 
at a different conclusion. It will be scarcely denied tha 
there is a certain point at which railway far(?s might lx 
fixed, so as to return the maximum profit. Railway ma 
nagers very likely have hithc.?rto failed to discover thi: 
poiiit. Some competent authorities assert that the pro 
fits of railways would be greatly increased if existing fare' 
were considerably I’educed. But whether this shoul 
ultimat(;ly prove to be so or not, the fact still reinain^ 
that as railways are ordinary commercial undertaking 
primarily administered for profit, the facilities which ar 
offered for the conveyance of goods and passengers, so k 
as fares and accommodation arc concerned, are such t 
will, in the opinion of directors and managers, yield th 
largest amount of profit. Bearing this in mind, let it b 
supposed that, in consequence of an increase of local rate 
an extra charge is thrown upon a railway. Wo hav 
therefore, simply to inquire whether the railway propri( 
tors will be able to recoup themselves for this exU 
charge by increasing the fares for goods* and passenger 
It certainly seems that such a question admits of but or 
answer. If fares could with advantage be raised after tl 
extra rates were imposed, why were they not raised b 
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fore ^ The original amount at which these fa,n\s were 
fixed was supposed to indicate a point at which the max- 
imum bf profit would be realised. How, then, can ii. be 
imagined that an increase of rates wmild prompt railway 
jjroprietors to raise their fares, or, in other words, to do 
that which would lead to a reduction in their profits ^ 
Hence it follows that local rates diminish the profits of 
railway shareholders, and any imperial tax !"‘vio(I on 
railways, such as the railway ]>ass(mger duty, has the sanv; 
effect. In corroboration of this view it may bt* mentioned 
that when the railway passtaiger duty was rt'duced in 
1883, there was at once a gcmeral risi^ in the value of 
railway shares. 

From analogous considerations it follows that rafi's 
imposed upon water-works and gas-works reprc'scnt a 
charge upon the profits of thes(‘ undertakings. There is 
a certain pric(' which will yield a maximum ot‘ protit; 
and, conseijiKuitly, a. rise in ])rice, instead of j)roviding 
compensation for an increase of ratos, would simply IokI 
to reduce [U’ulils. li not im fro. pumtly liappims, hoW('Aau‘, 
that when an Act of ParlianKmt is obt.aiiH‘d for tlu^ con- 
struction of gas and watcT- works, the propri(‘tco-s aj’o piv)- 
hlbited from appro] niating to theinselvi*s a, dividend of 
more than a fixed amount, gen(*rally .10 per <*ent. Whtm 
this maximum dividend has been ri'aclied, it is tfvident 
that rates are solely a charge upon the consumer, beca,use 
if theni were u<) rates there w'ould In' so much more*, of 
extra profits, to ap])ro])rjate to a reHluction in the price 
of gas and wat(.*r. In those cases wln'i’e; gas and water- 
works are owned by a municipality, then* can be no 
object in rating them at all. If they are made to pay 
rates, it is sim])ly taking money out of one pocke,t aiul 
])uttiiig it into another. 

There is one peculiar iiijusticei associated with the 
present method of levying local taxation, upon which 
it is desirable to make* a few remarks. It^will be seim 
that the ine(|uality to which we refer ])ressvs with par- 
ticular severity upon the leasehold occupiers of dwelling- 
houses and business premise's. It is, as w<i liave* shown in 
the last Chapter, a prominent characteristic, of local finance 
in this country, that the aggregate local exponditunj each 
year exceeds by many millions the aggregate amount 
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which is raised by local taxation and by grants from the 
imperial exchequer. This excess of expenditure over re- 
venue, which amounts on an average, during the last seven 
years, to more than 12,000,000/. annually, has to be met 
by raising loans upon the security of the rates. It is sur- 
1>rising that the amount of local indebtedness, which is 
being rapidly accumulated throughout the country, has 
hitherto attracted so little notice. It has often happened 
in recent years that the imperial revenue has exceeded 
the expenditure by 3,000,000/. or 4,000,000/. a year ; and 
yet we persistently ignore the fact, that the addition which 
is each year made to our local indebtedness greatly exceeds 
any diminution which is effected in our national obliga- 
tions. Every facility seems to be given to local authorities 
to get into debt, and what makes the matter still more se- 
rious is that the circumstances under which these loans are 
contracted are frequently involved in inextricable confusion. 
This system of constantly borrowing is often justified upon 
the jdea that the money is dewoted to works of permanent 
irni)rbvenieut. But it is sometiiiKiS difficult to discover 
whether a portion of these loans is not occasionally applied 
to purposes which ought to be defrayed out of ordinary 
revenue. Again, it is frequently urged in defence of this 
system of borrowing for works of permanent utility, that 
at the time the loans are contracted arrangeinents ani 
entered into whitJi will secure the repayment or re.deuq)tion 
of the loan in a certain limited period. Thus, if 500,000/. 
is required for the carrying out of a new system of drainage, 
or for the construction of water- works, the money is raised 
either in the form of terminable annuities, or, which comes 
to the same thing, the local authorities consider that th(j 
loan involves a charge of six or seven per cent., and tlie 
amount of this interest above the current rate is devoted 
to the creation of a sinking fund, which will enable the 
loan to be paid off in a certain period, say twenty-one 
years. It is easy to show that this arrangement, inst(^ad 
of constitutiftg a defence of the present system, is essen- 
tially unjust. If 500,000/. is, as we have supposed, raised 
for drainage purposes, or for water-work^ let us inquire 
what will take place if the loan is paid oft in twenty-one 
years, seven per cent, interest being charged upon it 
during the period. The loan will obviously, upon this 
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hypothesis, throw upon the rates, during a period of| 
twenty-one years, an additional charge of :]r),()00/. a year. | 
SuppoSe that just previous to the time wlum this loan | 
was contracted, a man takes a least* of a house or of some, 
business premises foi* twenty-one years. During tlui 
entire period of the lease he will be obligt'd to contribute 
his share to the extra charge thrown ii])on the rates by 
this loan. At the expiration of the lease, this improve- 
ment, which has cost 500,000/., is paid for. The owner of 
the leasehold juoperty has not cont.iibuted a single 
shilling to the amount, althougli ins pr»)perty is per- 
manently improved by the expenditure. Tlie t(niant will 
probably tind at the expiratioji of the kiase that his rent 
is raised in exact pro[)ortion to the extent to which the 
})ropcrty has been improved. 1'he landlord will be able 
to say, You paid me GOZ. before, but the house is vvc'll 
worth 05/. or 70/., now that the town has be(*n so well 
drained, and now that there is a eonstnnt supply of 
water almost free of cJnirge.” Of whnt avail will it bi*. 
for the tenant to plead that it is he and not the landlord 
who has paid for the drainage works and the water? 
Sooner or later, of course*, just such a rent will be* charged 
for the house as the house is worth. The wnaig which is 
in this way inllicted on leasehold tenants is so entirely 
indefensible, that it seems i!n]K)Svsibl(* to understand how 
it has been so quietly submitted to. IM^an ocoupiers, at 
least, have the remedy in th(*ir own hands, d'hey are the 
majority of the ratepayers, and it r<‘sts with tlnnn to 
determine whether loans should be raised at all, and it 
raised, under what conditions they shall contracted. 
Loans raised upon the security of (jounty rates are in a 
somewhat different ])osition, because the* county magis- 
trates, being a non-<*lective body, are not subject to th<^ 
ratepayers’ control. It is, however, to bt^ observed that 
by ffir the greater portion of the loans has b(*on^ raised, 
not in rural, but in urban districts, and it is to this 
circumstance we must ])artly attribute the. fact to which 
we have already alluded, that rates are mjw, on the 
average, in tl>e towns, nearly twice as high as they are 
in the country. 
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|cnltivators, 110 ; aid' d by the 
jState, 293 

’^cl, Sir Kobort, the fiscal rofnrms 
of, 130; author of the Bank Cliartei 
Act, 417 

‘orinanent settlement, the, in India, 
284, 510 

*oHtical Economy, definitions of. 
4, 45 

'oil-tax on Chinese in Australia, 90 
'oor Law, socialistic elements in the 
102, 301 ; checks on population, 
230; origin of, in England, 583; 
th(‘ Eli/iabethan, 585; Commission, 
588 ; the New, 589, 592 ; evil cil(‘cts 
of the old, 589 ; the Irish atid 
Scotch, 593; advantages of a, 598 
'oor rate, objections to a national,598 
'oor rates, incidence of, 551 
'opulation, inciea.se of, in Victoria, 
73 ; effect of iiuirease of, on cost 
agricultural produce, 75, 79, 12(' 
330; ill raising naits, 120, 330; 
on wages, 138, 179; Idaltlms on, 
143, 177; Cannes on increase of, 
in Ireland, 144 

’rice, definition of, 315 ; commodities 
divided into three classes in respect 
of their, 319; of cominoditios ab- 
solutely limited in (luantity, 320; 
of agricultural and mineral pro- 
duce, 320, 300 ; of agricultural 
produce not infimmeed by rent, 
129, 329; of manufactured com- 
modities, 338, 344; of gold, 3()4; 
as affected by cost of production, 
340; infiueuced by credit, 435, 439, 
444; as influenced by speculative 
purchases, 445 

’rimogeniture, English Law of, 191 
’rivate property, rights of, 98 
’roduction, requisites of, 10, 44; on 
large and small scale, 63 
’rofits consist of three elements, 159; 
natural rate of, 163; effect of com- 
petition oj^, 164, 326 ; how' far de- 
pendent on wages, 170; why higher 
in some countries than in others, 
459; relation of, to prices, 466; 
tend to dizQinisb as a nation ad- 
vances, 471 


'^Profit-sharing, Mr Sodley Taylor on, 

260 71. • 

Protection, abandoned in England, 
135: the theory of, 561; Mr D. A. 
Wells oil, ill U. S. A , 571 
Public Works Loan Commissioners, 
fui^ctions of, 291 * 

Public Works, constiiution of, by 
tlie (fovernment, 291 
Purdy, Mr, on incidoiice of local 
taxation, (>17 

\l».clf-rent«, ll.'S, 207, 21.5 
Hail ways, incidence of local rates on, 
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ria, i (*>2J 
t of \ ‘llociproci 
26, '\llent, 


late of interosf., atTects saving, 85; 
liow connected with price of land, 
460; varios in different countries 
and at different times in th(5 same 
country, 457, 462 

of j>n>fit varies in dilTcrent 
eonntries, 121; in different trades, 
163 

Ual<'s, incidence of local, 614, 619, 
(*.2J 

llociproci ty’, fallacies of, 398 

aide’s tlieory of, 74, 116, 
172, 328; as controllojl by com- 
petition, 115, 327; by custom, 99; 
how affected by agu’icultural im- 
jirovements, 123; liy variations in 
rates of wag(*s and profits, 125; 
by increase in iiopulation, 127; a 
poition of, consists of interest on 
cai)ital spent in improvements, 
128; not an element in the price 
of agricultural produce, 129, 329 
Ricardo’s theory of rent, 74, 116, 
172. 328; objijctions to, 117 ; im- 
plies tile existence of active coin- 
\ petition, 130 

"^Ricardo on inofits and wages, 170 
Rochdale Pione(?rs’ cooperative stores, 
257; coo})erative production at, 
267 

Salt- tax in India, 39, 84 
Saving, affected by rate of interest, 
85, 469 ; by ‘ effective desire of ac- 
cumulation,’ 83, 168; by habits of 
thrift and foresight, 83 
Savings Banks, 197, 301, 600 
Schulze-Delitzsoh, Herr, the founder 
of cooperative banking, 275, 282 
Serfs, emancipation of, in Russia, 202 
Settled Land Act (1882), 192 
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Settlement, Laws of, t'SBS 
Shaftesbury Park Estate, 279 
Shipping ti*ade of England, predo- 
minance of, 408 

Sidgvvick, Mr Henry, on wages-fund 
oontroYersy, 182 n. 

Silver, as hiltilling the functidlis of 
money, 3,50 ; recent increase in 
annual supply of, 367, 492, 500; 
coinage in England, 361 ; effect of 
demand for, on value of gold, 492; 
demonetised in (ierniany, 493, 
501, 513; depreciation in value of, 
499; decline in demand for, 503; 
plate, amount annually manufac- 
tured in England, 502 
Sismondi on metayers, 214 
, Slavery, economic effects of abolition 
of, in West Indies, 89 ; economic 
defects of, 110, 304 
Slave labour, Hon. C. Clay on, 310 
Smith, Adam, Wealth of Nations, 8, 
380 ; on division of labour, 51 ; on 
causes of different rates of wages 
in different employments, 149 ; on 
laws of settlement, 588; on boun- 
ties on ex^iorts, 380 ; mistaken as 
to connection between profits and 
prices, 466; on taxation, 520, 553 
' Socialism, 100; State-aided, 282 
Soetbeer, Dr, on relative value of 
silver and gold, 507 
Specie payments I’osumed in U. S. A. 
and Italy, 493, 502; suspension 
of, in England, 452; in Erance, 
455 

Sj)eculation, promoted by credit sys- 
tem, 445 

Standard of value, 358 
State aided, socialism, 282; work 
for the unemployed, 230; public 
works, 291; industry, 292; coope- 
ration, 293; peasant proprietors, 
294; industrial dwellings, 295 ; life’" 
insurance, 297; emigration, 609 
State- ownership of land in India, 
284; in Australia, 284 
‘ Stationary State,’ the, 4^3 
^tatute of labourers, 225 
^Strikes, 239, 242; influence of, on 
wages, 243; involve groat loss of 
wealth, 248; due to antagonism of 
\ interest, 249 
'St Simon, 101, 102 
Substitutes for money, 369 


Taylor, Mr Sedley, on copartnership 
or profit-sharing, 250 n. 

Taxation, canons of, 621 ; general 
principles of, 519; incidence of, 
540; local, 602 

Taxes on income, 37, 529; objections 
to graduated, 540, 546 
Taxes on raw material, 39, 558; on 
commodities, 537, 650; on exports, 
559 ; can seldom be made ad va- 
loreuiy 552, 616; on imports, 563; 
for the juirpose of reducing debt, 
574 

Telegraph drafts as instruments of 
credit, 438 

Tenant right in Ulster, 218 ; in 
England, 219 

Tenants’ Compensation Act (1883), 
288 

Tendency of exports and imports to 
an equality, 406 

\Thorntc)n, W. T., on the wages fund, 
131; on peasant proprietors, 183 
Tithe Commutation Act, 124, 581 
Tithes, 680 

Tooke’s History of Prices, on effect 
of speculative purchases on prict*s, 
446 

radcs Unions, their influence on 
wages, 157, 195, 239, 21fi; Iloyal 
Commission on (18()9), 239, 252, 
27f>; formerly opposed machinery, 
242 ; formed by employcu’s as well 
as by employed, 247 
Treaties, commeicial, 3i)9 
Turgot on metayer tenures, 211 

Ulster tenant right, 218 
Unearned increment, doctrine of the, 
288 

Unemployed, ought the Government 
to find work for the, 230 
Union Chargeahility Act, 594 
^Utility in its relation to value, 323 

Wagrancy, Acts to suppress, 584 
'Value, definition of, 315; commodi- 
ties divided into three classes in 
respect of their, 319; of commodi- 
ties of which supply is absolutely 
limited, 320; of agricultural and 
mineral produce, 326; of agricul- 
tural produce not influenced by 
rent, 129, 329; of "manufactured 
commodities, 338, 344 ; as affected 
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by cost, of production, 340; of sil- 
and gold compared, 507 

Wages, as influenced by demand and 
supply, 133, 24(5; Lord Buissey 
on, 48, 135, 138, 139; have not 
increased proportionally with the 
increase of wealth, 137; effect of 
increase of population on, i3.s, 147, 
179; of machinery on, 139; of ex- 
port of cai)ital on, 141 ; of warlike 
expenditure on, 142 ; depend on ra- 
tio between labouring population 
and wages fund, 148 ; causes of 
variation in, in different employ- 
ments, 149; in different localities, 
153; influence of commercial pros- 
perity on, 150, 341 ; of 'fradc^s 
unions on, 157, 239, 241; of legis- 
lation on, 224; of national edu- 
cation on, 231; of allotments on, 
237; of competition on, 112, 245; 
of women depressed by out-door 
relief and by legislative interference 
with their iabonr. f>00 

Wages-fund, controversy on the, 131 


Wakefield, on combination and co- 
operation of labour, 58; on tiieory 
of colonisation, 59 
Wallace', Mr A. K., on nationalisation 
of the land, 283 

Wars, rapidity with which nations 
re<?over from losses caused by, 30 ; 
should they be paid for by in- 
creased taxatioTr-* 32 
Wealth of Nations, by Adam Smith, 
8, 380 

Wealth, the subject-matter of politi- 
cal economy, 4; definition of, 6 
Wells, Mr 1). A., on protection in 
U. S. A., 571 

Wheat, jirice of, in England, 70 
Wholesale Cooperative Society, 203 
Wonu'n, wages of, 000 
Wmkhouse test, the, 580 

Young, Arthur, on jumsant proprie- 
tors, 183, 185, 188; on metayer 
tenure, 208 

Zmeke, llcv. llarhain, on peasant 
proprietors, 190 n. 
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BALFOUR (Prof. F. M.). — Klasmobranch 
Fishe . With Plates. 8vo. air. 

Compara nvK Kmhkyoloc'.y. With Illus- 
trations. 2 vols. and Edition. 8vo. — Vol. I. 
i8r.- Vol. II. air. 

— ^ ('^’J-I'KCTed Works. Memorial 

ICdition. Edited by M. Foster, F.K.S.,and 
\dam Sedgwick, M.A. 4 vols. 8vo. 61 . ts. 

Vols. I. and TV. Special Memoirs. May 
be had separately. Price 73r. 6d. 

BALL (.Sir R. S.).— Experimental Me- 
chanics. Illustrated. New Edit. Cr. 8vo. ts. 

BALL (W. W. R.).- -The Student's Guide 
10 THE Bar. 5th Edition, revised. Crown 
Bvo. 2r. 6tt. 

A Short Account ok the History of 

Ma phematics. Crown 8vo. if>r. td. 

BAI.LIOL colt. kg E. Psalms and Hymns 
FOR Bai.liol Coli fgf. i8mo. 2r. td. 

BARKKl^ (Lady). -First Les.sons in the 
pRiNcn Lp:s OK Cooking.. 3rd Ed. x8mo. ir. 

A yp:Ai<’s Housekeeimng in South 

Africa. Illustrated. Crown 8vo. 3r. td. 

Station Life in New Zealand. Crown 

8vo. 3?. td. 

l.KTTKKS f'o (Tuy. Crown 8vo. sr. 

The Bed Room and Boudoir. With 
nuiin-’-ous lllustiations. Crown 8 vo. 2s. til. 

B.YKNES. Lii eof William Barnes, Poet 
AND Pmi.oi.oG.isT. By his Daughter, Lucy 
Baxticr (“ Leader Scott "). Cr. 8vo. /r. til. 

B.\RKY (Bishop).— F irst Words in Aus- 
TRAMA : Sermons. Crown 8vo. 5r. 

BARTilOT.OMEW (J. G.) Elementary 
School Atlas. 4to. i.v. 

I.iimAKV Reference Atlas of the 

WoRi.u. With Index to i<x>,ooo places. 
Folio. 2/. J2S. td. net. 

Physical and Political School Atlas. 

Royal 4t<>. Ute Press. 

HARWELL (Richard, F.R.C.S.).- -'I'he 
Causes and Tkeatmp:nt of Lateral 
Curvature of the Spine. Crown 8vo. 5r. 

On Anfaikism, especially of the 

Thorax and Root of the Neck. 3r. td. 

BASTIAN (H. Charlton). -The Beginnings 
OF Life. 2 vRls. Crown Bvo. sSr. 

Evolution and the Origin of Life. 

Crown 8vo. 6r. td. 

On Paralysis from Brain Disease in 

its (^om.mon Forms. Crown 8vo. lor. td. 

BA'THER (Archdeacon).— On some Minis- 
terial Duties, Catechizing, Preaching, 
&c. Edited, with a Preface, by C. J- 
Vaughan, D.D. Fcp. 8vo. 4^. td. 

BATH (Marquis oQ.- Observations on 
Bulgarian Affairs. Crown 8vo. 3#. td. • 



4 


MACMILLAN AND CO.’S 


BEASLEY (R. D.)--An KlemkMtary 

Treatise ON Plane Trigonometry. With 
numerous Examples. 9th Ed. Cr. 8vo. 3^. M. 

BEAUMARCHAIS. Le Karbirrdk Seville, 
ou Le pRltcAUTio.v Inutile. Comedie en 
Quatre Actes. Edited by L. P. Blouet, 
B.A., Univ. Gallic. Fcp. 8vo. 35. td. 

BECKER (B. H.). “-Distukiiku Ireland. 
Letters written during 1 88o~8t. Crn. 8vo. 6 s. 

BEESLY (Mrs.). —Stories from the 
History (JF Rome. Fcp. 8vo. ^s. 6d. 

BELCHER (Rev. H.). -.Short Exercises in 
Latin Prose CoMrosrnoN and Examina- 
tion Papers in Latin Grammar; with a 
Chaptp:r on Analysis of Sentences. 
i8mo. ijr. 6d. 

Key (for Teachers only). 3J. 6 d. 

Short Exercisp:s in Latin Prose Com- 
position.— Part 11 . On the .Syntax of Sen- 
tences. With an Appendix. rSnio. "zs. 

Key (for Teachers only). i8mo. 3^. 

BENHAM (Rev. W.). —A Companion tothe 
LKcno.VARY. Crown 8vo. 4J. 6 ii. 

BENTLEY. By Profe.ssor Jebil Crown 8vo. 
ij. 6d. ; sewed, xs. 

Bf^RLIOZ (Hector) : Autobiography of, 
Tran-sl, by Rachp:l and Eleanor Holmes. 
a vols. Oown 8vo. aijr. 

BERNARD (M.). -Four Lectures on Suu- 

; JKCTSCfXNNECTED WITH DIPLOMACY. 8vo. 9:?. 

BERNARD (St.) The Life and Ti.mes of 
St. Bernard, Abbot of Clairvaux. By 
J. C. Morison, M.A. Crown 8vo. 6s, 

B E R N E R S ( J . ) ' F 1 rst Lessi >n s on Hp: alt h. 
i8mo. ij. 

BESANT (Walter). -Captain Cook. With 
Portrait. Crown 8vo. zs. 6d. 

BETHUNE-BAKER (J. F.).~Tiik Influ- 
ence OK ('iiRisTiANn'Y ON War. 8vo. 5^. 

The .Stkr\ne.ss ok Christ's Teaching, 

AND its ReI.ATIO.N TO THE f.AW OF FoR- 
tiiVENEss. Crown 8vo. zs. 6</. 

BETSY LEE; A Fo’c’s’le Yarn. Extra 
fcp. 8vo. 3S. 6d. 

BETTANY((;. T.).— First Le.sson.s in Prac- 
tical Botany. i8mo. xs. 

BIGELOW (M. M.).— History of Proce- 
DURE i.N England from the Norman 
Co.nquest. The Norman Period, 1066-1204. 
8vo. ids. 

BTKliLAS.^-^LouKis I ..ARAs; OR, The Re- 
miniscences OF A Chiote Merchant 
duri.ngtheGkeek Warof Independence. 
Translated by J. Gennadius, Greek 
Minister in London. Crown 8vo, ^s, 6d. 

BINNIE (the late Rev. William). — Sermons. 
Crown 8vo. 6j. * 

BIRKBECK (William Lloyd). -Hlstorical 
Sketch of the Distribution of Land in 
England. Crown 8 vo. 4J. 6d. 

BIRKS (Thomas Rawson, M.A.), — First 
Principles of Moral Science ; or, First 
Course of Lecture.^ delivered in the 
University of Cambridge. Cr. 8vo. 8x. 6d. 

Modern Utilitariani.sm ; or, The Sys- 

'trwMs OF PaLEY,, BrNTHAM, AND MiLL 


BIRKS (Thomas Raw.son).— -The Difficul- 
ties OF BeLIP:F in connection WITH THE 
Creation and the Fall, Redemption 
AND Judgment. 2nd Edit. Crn. 8vo. 55-. 

Commentary on the Book ok I aiah, 

Critical, Historical, and Prophetical; 

INCLUDING A REVISED ENGLISH TRANSLA- 
TION. 2nd Edition. 8vo. i2jr. 6d, 

The New Testament. Essay on the 

Right Estimation of MS. Evidence in the 
Text of the New Testament. Ct. 8vo. 34'. 6 d. 

Supernatural Revelation ; ok, First 

Principles {>F Moral Theology. 8vo. 8f. 

Modern Physical Fatalism, and the 

Doctrine of Evolution. Including an 
Examination of Mr. Herbert Spencer’s 
“ First Principles.” Crown 8vo. 6s. 

Justification and Imputed Rk.htf:- 

OUSNESS. Being a Review of Ten Sermons 
on the Nature and Effects of Faith by James 
Tho.mas O’Brien, D.D., late Bishop of 
Ossory, Ferns, and Leighlin. Cr. 8vo. 6s. 

BJOKN.SON.- -SvNNovkSoi uakkkn. Trans- 
lated by Ju lip; .Suttf:i<. Crown 8 VO. 6^. 

BLACK (William). — The Sprange Advkn- 
TURE.S t)F a Phaeton. Illustrated. Cr. 8 vo.'6jr. 

A Princp:ss ok I'iiulp.. Crown 8vo. 6s. 

— The Maid of Kii.lhena, and other 
Talp:s. Crown 8vo. 6s. 

Madcap Vior.p:T. Crown 8 vo. 6s. 

(iREEN PaSTURICS AND PICCADILLY. 

Crown 8vo. 6s. 

Maclp:oi> ok Dark. With Illustrations 

by eminent Artists. Crown 8vo. 6^-. 

White Wings : a Yachting Romance. 

Crown 8 VO. 6s. 

The Beautiful Wrp;tcm : The Four 

MacNiciu.s: Thp: Pupil ok Aurelius. 
Crown 8 vo. 6 s. 

Shan don Bei.ls. Crown 8vo. dr. 

Yolani^e. Crown 8vo. dr. 

Judith Shakhspkare. Crown 8vo. 6s. 

Goldsmith. Cr. 8vo. ijt. 6d . ; sewed, xs. 

The Wisp: Womp:n ok Inverness: A 

Talp:. And Other Miscellanies. Cr. 
8 vo. 6s. 

White Hp;at HER. Crown 8 vo. dr. 

Sabina Zembra. Crown 8vo. 6s. 

BLACKBURNE. — Like of the Right Hon. 
Francis Blackburne, late Lord Chancellor 
of Ireland, by his son, Edward Black- 
ouKNK. With Portrait. 8vo. i2jr, 

BLACKIE (Prof. John Stuart.).— Greek and 
Engllsh Dialogues for Use in Schools 
AND Collkgp:s. 3rd Edition. Fcp. Svo.ss. 6d. 

HoRA HeLLENICAS. 8vO. I2J. 

The Wise Men of Greece : in a Series 

OF Dramatic Dialogues. Cr, 8vo. 9^. 

Goethe’s Faust, 'translated into Eng- 
lish Verse. 2nd Edition. Crown 8vo. 9X. 

Lay Sermons. Crown 8vo. 6s. 

Messis Vitae ; Gleanings of Song from s . 

Happy Life. Citown 8vo. 4s. 6d. 

What Does History Teach? Twc 

V-. TT Globe 8vo. as. 6d. 
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BLAKE (J. F.) — Astronomicai- Myths. 
With Illustrations. Crown 8vo. 95. 

BLAKE. Lifp: of William Blake. With 
Selections from his Poems and other Writings, 
llli'ftrated from Blake’s own Works. By 
AlexanderGilchkist. New and Enlarged 
Edition. 2 vols. cloth gilt. Med. 8vo. 2/. 2^, 

BLAKISTON (J. R,). — The Teacher: Hint*: 

ON School Manaoemknt. Cr. 8vo. 2.v. 6*/. 
BLANFORDfH. E.).- The Ruoiments <»k 
Physical (iKooRAPHY for the use of 
Indian Scikjdt.s. 12th Edition. Illus- 
trated: (xlohe 8vo. 2jr. 6^/. 

A Practical Gudk to the Clim \tks 

AND WeAT>IKR of InJMA, C'eYL*>N -AND 
Bukmah, and the Storms of Indian 
Seas. 8vo. i2j. 6<L 

BLANEORii (W. T.).- (iKoi.rn.v and 

ZOOLOOY OK AiIYSSINIA. 8vO. 2T,f. 

BLYTH (A. Wynter). — A Manual of J’ULLtc 
Health. 8vo. 

B()HM-HAWERK (Prof.).— Capital and 
In iekhst. 'j’ransl. by W, Smar'i . 8vo. 14.V. 

BOT.DRl'.WOOl) (Rolf).- Rolhery Under 
Arms: A Story of Life and Advi':niurk 
IN THE Hush and in 1 he Goi.dfiklds «>k 
Aus tralia. Crown 8vo. (w/. 

The M iner’s Right. 3 vols. jt.v. 

BOT.EYN (ANNE): A Chapter of English 
History, 15P7-X536. By Paui Friedmann. 
2 vols. 8v('. .>8v, 

BONAR (James).- Malthl's and his Work. 

8 VO. T2J?. 6//, 

BOOK OF (;OT.DEN DEERS OF A LI. 
TLMKS AND ALL LANDS. By Char- 
LoT'i'K M. Yo.nc.k. i8mo. 4.f. tW. Edition 
for Schools, Globe 8vo. vs. Abridged 
Edition. i8mo. i.v. 

BOOLE (George),- A Tkeatlsk on the Cal- 
culi s OF Finite 1:)iffi:rencks. Edited by 
J. F. MouLTt)N. 3rd Edition. Cr. 8vo. lojr. 6</'. 

- — The Mathematical Analysis of 
Logic. 8vo. Sewed, 5 .V. 

BOTTOM LEY (J. T.). - Eour-Fiourk 

MATiJEMA'ncAL 'rAiu.KS, CompiiMng Log- 
arithmic and Trigonometrical Tables, and 
Tables of .Stiuares, Square Roots and Reci- 
procals. 8vo. 2S. 

BOU(5HTON ((L H.) and ABBEY (E. A.).— 
Skeichim, Ka.mhi.ks in Holland. With 
Illustrations. Kcp. 4to. 2t.v. 

B 0 W?:N (H. Courthope). Fik.st Lessons in 
French. i8mo. \s. 

BOWER (Prof. F. O.).— A Course ok Prac- 
tical Instruction in Botany. Cr. 8vo. 
lojr. 6<A 

BRADSHAW (J. G.). A Course of Easy 
Arithmetical Examples for Beginners. 
(ilobe 8vo. 2jr. With Answers. 2jf. 6 if. 

BRAIN. A Journal ok Nkukology. Edited 
for the Neurolofical Society of lamdon, by 
A. Dk Wattkville. Published Quarterly. 
8vo. 3.V. fxi'. (Part I. in January, 1878.) 
Yearly Vols. I. to XXL 8vo, cloth. 15J. each. 

BREYMANN (Prof. H.).- A French (Gram- 
mar IIASKD ON PlHI.OLOGlCAL PRINCIPLES. 
3rd Edition. Extra fcp. 8vo. 4Jr. 6n^. 


BREYMANN (Prof. H.). — First French 
Exercise Book. 2nd Edition. Extra 
fcp. 8vo. 4jr. M. 

— Seci^nd French Exekclsk BooU*. Extra 
fcp. 8vo. vs. td. 

BRIDGE.S (John A.).- Idyi.is of a Lost 
ViiLAf.E. Crown 8 VO. js. f^d. 

BRIGHT (John). Spfi'.cde^ on Questions 
OK PufiLic Policy. Edited ^y Professor 
Thorold Rogers. 2nd Edition. 2 vols. 
8vo. 25jr. With Portrait. Authors Popular 
Edition. Extra fcp. 8vu. js. 6d. 

Pi !.i i(^ Addm-.:.sks Edited by j. E. T. 

R<^>G1i.RS. rfvo. I \S. 

BRIGHT (H. A.)- The English Flower 
(iAKOKN. Crown 8vo. 3jf 6d. 

BRIM LEV ((Jeorge). — Essays, Globe 8vo. sr. 

P>RODIE(Sir Benjamin).-- Ideal Chemistry. 
Crown 3vu. 2.v. 

BROOK F'L- The Raja of Sarawak, By 
Gertrude L. J ACon. 2 vols. Svo. 255. 

BROOKE (Siopfurd A,).- Primer ok Eng- 
lish Ihikkature. iSnio. ir. 

J.arge P.iper Edition. Svo. 7.V. 6d. 

— RuiUK'T OF THE Tukt : A Lovic Drama. 
Extra crown Svo. 6r. 

Poems. Globe Svo. fiiv. 

— Milton. Fcp. 8vo. js. 6d. 

Large Paper Edition. Svo. vis. net. 

— Poems <>f Shelley. Edited by Stop- 
ford A. Bkooki!,, M.A. With Vignette. 
I Bino. 4.V. 6ii. 

Large Paper Edition. X2.f. f>d. 

BROOKS (Rev. J^hillips).- The ('andle ok 
I HE Lord, and other Sermons. Crown 
Svo. 

.SuLMoNs Preached in Enih-ish 
('iiURc. iii'.s. (.'rown 8vo. 6s, 

■ rwKN TV .Sermons. C rown Svo. 6s. 

• Tole:ram;e. Crown Svo. vs. 6d. 
BROOKSMrrH (J.). — Arithmetic m 
Theory and Practice. Crown 8vo. 4^. 6d. 

BRCJOKSM ITH (J. and K. J.). -Arithmetic 

FOR JtEGINNE:RS. Globc 8vo. iJT. 6d. 

P. KOO K S M I rH(E. J.). — WooLw ic h Mathe- 
MAiK-.M. Paters, for Admission in the Royal 
Militaiy' Academy for the years 1880- 1888. 
Edited by E. J. Brooksmith, B.A, Crown 
Svo. 6s. 

BROWN (J. Allen).- -PALALOLiTurc Man in 
North-West Middlesex. Svo. 7s. 6d. 
BROWN (T. E.). - The Manx Witch: and 
r>THER Poems. Crown Svo. js. 6d. 
BROWNE (J. H. Balfour).— W ater SUPPLY. 
Crown Svo. • 2J. 6d. 

BROWNE (Sir Thomas).- Religio Medici; 
Lette:k to a Friend, Szc., and Christian 
Morals. Edited bv W. A. (Jreenhill, 
M.D, With Portrait. i8mo. 45. 6d. 
HRUN'r(3N (Dr. T. Lauder). --A Text- 
Book OF Pharmacology, Therapeutics, 
and Materia Medica. 3rd Edition, 
Medium Svo. zjs. 

Disorders ok Digestion : their Con 

SKOUENCES and Treatment. Svo. xos.6d 
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BkUNTON (Dr. T, Lauder).— Pharmaco. 
hcxiv AND Therapeutics; or, Medicine 
Past and Present. Crown 8vo. 6 s. 

T/*ble9 of Materia Medica : A Com- 
panion TO THE Materia Medica Mu- 
seum. 8vo. s ^. 

The Bible and Science. With Illustra- 
tions. Crown 8vo. xos. 6 d. 

BRYANS (Clement). — Latin Prose Exer- 
cises Based upon Caesar’s “Gallic 
War.” With a Classification of Caesar’.s 
Phrases and Grammatical Notes on Caesar’s 
Chief Usages. Pott 8vo. 2J. 6 d. 

Key (for Teachers only). 4J. td. 

BRYCE (James, M.P., D.C.L.).-The Holy 
Roman Empire. 8th Edition. Crown 8vo. 
7*. 6 d. — Library Edition. 8vo. 14^. 

Transcaucasia and Ararat. 3rd 

Edition. Crown 8vo. qs. 

The American Commonwealth, and 

Edition. 2 vols. Extra Crown 8vo. 255-. 

BUCK HEIM (Dr.).-— Deutsche Lyrik. 
z8mo. 4J. 6 d. 

BUCKLAND (Anna). — Our National In- 

JLstitutions. i8mo. xs. 

BUCKLEY (ArabellaX — Hlstory of Eng- 
land FOR Beginners. With Coloured 
Maps and Chronological and Genealogical 
Tables. Globe 8vo. 3J. 

BUCKNILL (Dr.). — The Care of the 
Insane. Crown 8vo. 3J. 6 d. 

BUCKTON (G. B.). — Monograph of the 
British CiCADiE, or Tettigid^e. In 8 
parts, Quarterly. Part I. January, 1890. 
8vo. Parts 1 . and II. ready. 8s'. each. 

BUMBLEBEE BOGO’S BUDGET. By a 
Retired Judge. Illustrations by Alice 
Havers. Crown 8vo. ar, 6 d. 

BUNYAN (John). — The Pilgrim’s PROriRESs 
FROM this World to that which is to 
Come. i8mo. 4^. 6 d . 

BUNYAN. By J. A. Froude. Crown 8vo. 
xs. 6 d. ; sewed, is. 

BURGON (Dean). — Poems. Ex, fcp.Svo. 4^.6//. 

BURKE (Edmund).— Letters, Tracts, and 
Speeches on Irish Affairs. Edited by 
Matthew Arnold, with Preface. Cr. 8vo. dr. 

BURKE. By John Morley. Globe 8vo. 
5f. Crown 8vo. xs. 6 d. ; sewed, xs. 

BURN (Robert).— Ro.man Literature in 
Relation to Roman Art. With Illustra- 
tion.s. Extra Crown -8vo. 14J. 

BURNETT (F. Hodgson).— “ Haworth’s." 
Globe 8vo. aj. 

Louisiana : and That Lass o’ Lowrie’s. 

Two Stories. Illustrated. Cr. 8vo. 3^. 6 d. 
Cheap Edition. Globe 8vo. , aj. 

BURNS, The Complete Works of. Edited 
by Alexander Smith. Globe 8vo. 3J. 6 d. 

The Poetical Works. With a Biogra- 
phical Memoir by Alexander Smith. In 
2 vols. fcp. 8vo. lor. 

BURNS. By Principal Shairp. Crown 8vo. 
xs. 6 d. ; sewed, is. 

BURY (J. B.). — A History of the Later 
^ Roman Empire from Arcadius to Irene, 

A ID — Rrri, a voU 8vo 


BUTCHER (Prof. S. H.).— Demosthenes. 
Fcp. 8vo. IS . 6 d . 

BUTLER (Archer). — Sermons, Doctrinal 
and Practical, nth Edition. 8vo. 8r. 

Second Series ok Sermons. 8vd. ^ s , 

Letters on Romanism. 8vo. lor. 6 d . 


BUTLER (George).— S ermons prf:ached in, 
Cheltenham College Chapel. 8vo. js . td . 

BUTLER (Col. Sir W.). — General Gordon. 
With Portrait. Crown 8vo. aj. 6 d . 

BUTLER’S HUDIBRAS. Edited by Alfred 
Mxlnes. Fcp. 8vo. Part I. 3f. 6 d . Part 
II. and III. 4r. 6 d . 

BYRON. — Poetry of Bykon, chosen and ar- 
ranged by Matthew Arnold. i8mo. ^. 6 d. 

Large Paper Edition. Crown 8vo. qs. 

BYRON. By Prof. Nichoi,. Crown 8vo. 
xs. 6 d. ; sewed, xs. 

CAESAR.— The Gallic War. Book I. 
Edited, with Notes and Vocabulary by 
A. S. Walpole, M.A. i8ino. if. 6 d . 

The Gallic War. — Books II. and III. 

Edited by W. G. Ruthpzrford, LL.D. 
x8mo. If. 6 d . 

The Invasion of Britain. Being Selec- 
tions from Books IV. and V. of the “ Dc 
Bello Gallico.’’ With Notes, Vocabulary, 
and Exercises, by W. Welch, M.A., and 
C. G. Duffjei.d, M.A. i8mo. xs . 6 d . 

— >— Scenes from the Fifth and Sixth 
Books of the (tALLic War. Selected 
and Ed. by C. CoLUECK, M..\. i8mo. xs .6 d . 

Thp: Helvetian War. Selected from 

Book I. of “The Gallic War," with Notes, 
Vocabulary, and Exercises, by W. Welch 
and C. G. Duffield. i8mo. if. 6 d . 


— The Gallic War. Edited by the Rev. 
J. Bond, M.A., and A. S. Walpole, M.A. 
Fcp. 8vo. 6f. 

— -The Gallic War. --Book IV. Edited, 
with Introduction, Notes, and Vocabulary, 
by Clement Bryans, M.A. i8mo. if. 6 d , 


The Gallic War. — Book V. Edited 

with Notes and Vocabulary, by C. Colbeck, 
M.A. i8mo. If. 6 d . 


The Gallic War. — Book VI. By the 

same Editor. With Notes and Vocabulary. 
x8mo. If. 6 d . 

The Gallic War— Book VII. Edited 

by the Rev. J. Bond, M.A., and A. S. 
Walpolp:, M.A. With Notes and Vocabu- 
lary. x8mo. If. 6 d . 

CAIRNES (Prof. J. E.).— Political Essays. 
8 vo. xos . 6 d , 


Some Leading Principles of Political 

Economy newly Expounded. 8vo. i4f. 
The Slave Power. 8vo. lof. 6 d . 


The Character and Logical Method 

OF Political Economy. Crown 8vo. 6 s. 


CALDERON.— Select Plays of Calderon. 
Edited by Norman MacColl, M.A. Crown 
8vo. r4f. 

CALDERWOOD (Prof.)— Hand-Book of 
Moral Philo.sophv. Crown 8vo. 6 s. 

The Relations of Mind and Brain 

and Edition. 8vo. xar. 
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CALDERWOOD (Prof.). — The Paradlks of 
Our Lord. Crown 8vo. 

The Relations of Science and 

Religion. Crown 8vo. sr. 

Teaching. 4th Edition. Extra fcp. 

8vo. 3f. td , 

CALVERT.- -Schoou.Readings in the 
Greek Testament. With Notes and Vo- 
cabulary, by A. Cai-vert. Fcp. 8vo. 4^.6</. 
CAMBRIDGE. — Cooper’s Le Keux’s Memo- 
rials OF Cambridge. Illustrated with 90 
Woodcuts in the Text, 154 Plates on Steel 
and Copper by Lp: Kp:ux, Stoker, &c., in- 
cluding 20 Etchings by R. Farren. 3 vols. 
4to, half levant morocco. 10/. icwr. 
CAMBRIDGE Senate-House Problexis 
AND Riders, with .Solutions : 

1848 — 31. Ridek.s. By Jameson. 8vo. -js.td. 
18^. Problems and Riders. Edited by 
Prof. A. G. (Jreenhill. Cr. 8vo. Sr. 6^/. 
1878. Solutions by the Mathematical 
Moderators and Examiners. Edited 
by J. W. L. Glaisher, M.A. 8vo. xjls. 

CAMEOS FROM ENGLISH HISTORY. 
By the Author of “ 'I'he Heir of Redclyffc.” 
6 vols. Extra fcp. 8vo. 5.?. each. 

Vol. I. Rollo to Kdward II. II. The 
Wars in France. III. The War.s of the 
Roses. IV. Reformation Times. V. 
England and Spain. VI. Forty Years 
of Stuart Rule ;i6o3 — 4'\). VII. The 
Rebellion and Rc.storatioii (1642 — 7S}. 

[/m the Press. 

CAMERON <V. L.).— Our Future Highway 
to Ini7IA. 2 V0I.S. Crown 8vo. auv. 
CAMPBELL (Dr. John M'Leod).— The Na- 
ture of the Atonement. 6th Edition. 
Crown 8vo. 6jf. 

Reminlscencks and Reflpxtions. Ed., 

with an Introductory Narnative, by his Soiii 
Donald Campbell, M.A. Cr. 8vo. js.()d. 
— • Responsibility for the Gift of Eter- 
nal Life. Compiled from Sermons preached 
at Row, in the years 1829- -31. Cr. 8vo. 5J. 

Thoughts on Revelation. 2ml Edition. 

Crown 8vo. sjr. 

CAMPBELL (J. F.). — My Circular Notes. 

Cheaper i.ssue. Crown 8vo. 6 j. 
CAMPBELL (Lord George).~LoG- Letters 
FROM THE “ Chali.e.ngkr.’’ Crown 8vo. 6 j. 
CAMPBELL (Prof. Lewis}.- Sophocles. Fcp. 
8vo. I.V. td . 

CANDLER (H.).— Help to Arithmetic. 

2nd Edition. Globe 8vo. ^ s . 6 d . 
CANTERBURY (His Grace Edward White, 
Archbishop of ).-~-Boy-Life : rrs Trial, its 
Strength, its Fulness. Sundays in Wel- 
lington Col lege, 18 59 — 73. 4th Edition. Crown 
8vo. 6 j. 

The Sevfin Gifts. Addressed to the 

Diocese of Canterbury in his Primary Visita- 
tion. 2nd Edition. Crown 8vo. 6i'. 

Christ and His Times. ^ Addressed to 

the Diocese of Canterbury in his Second 
Visitation, Crown 8vo. ts. 

CAPES (Rev. W. W.)— Livy. Fcp. 8vo. 

IS , fid . 


CARLES (W. R.). — Life in Cokea. 8vo. 
i2f. drf. 

CARLYLE (Thomas), — Reminiscences. Ed. 
by Charces Eliot Nokt- »n. 2 vol;* Crown 
8 VO. \ zs . 

— Early Letters <m- Thomas Carlyle. 
Edited by C. E. NoRTt>v, vt)ls. 1814 -26. 
Crown 8vo. i8a\ 

Letters <>f Thomas Carl yi e. Edited 

by C. E. Norton. 2 vols. i826*-’36. Crown 
8vo. i8j. 

Gof,- tirr AVnC-MM.YLK,roRRF,SPONDENCK 

i.F.rwEKN. Edited by C. I Norton. Crown 
8vo. 9r. 

CARMARTHEN (Marchioness of), - A 
Lover of the Beautiful. Crn. 8vo. f>s. 

CARPENTER Bishop W. Boyd). - Truth 
i.N Tai.e. Addresses, chiefly to Children. Cr. 

8 VO. 4s. f)d. 

The Permanent Ei.emeni:’. of Re- 
ligion: Ibimpton Lecture^, 1087. 8vo. 14.V. 

C.A.RR (J. Comyns). - -Papers on Art. Cr. 
8vo. Bs. 6d. 

C ARROl J. ( Lewis). ~ Alice’s Advent ures 
IN Wonderland. With 42 inustration 4 by 
'J'ennikl. Crown 8vo. 6s. 

People's Edition. With all the original 
Illustrations. Crown 8 vo. 24-. (.d. 

A G^U^^AN 'rUANSl.ATlON Ol- T'HF. SAME. 

Crown 8vo, gilt. 6.v. 

A French Tkanslatmon of phe sa.me. 

Crown 8vo, gilt. 6s. 

An Italian Translation (*f t-he same. 

Crown 8v»), gilt. 6s. 

Alice’s Adveniurfs Undkr-i,i«iund. 

Being a Facsimile of the Original MS. Book, 
afterwards developed into “ .Mice’s Adven- 
tures in Wonderl.ind.” Witli 27 Illustrations 
by ih(. Author. Oown 8vo. 4.V. 

'!’hkou<;h the LooIvIN< .-(ii-Ass and 

Wh.at .Alice FoUNM'> Thf.kf. With 50 Illus- 
trations by Tf.nniel. Cmwn 8vo, gilt. 6.v. 
People's Edition. With all the original 
llIustralioTis. Oown 8vo. 2.v. •«/’. 

People's Edition of “ Alice's AilvenUires in 
Wonderland," and “Through the Looking- 
Glass." 1 vol. Crown 8vo. 44-. 6d. 

The Game of Logic. Crown 8vo. 34. 

Rhyme? and Ricason? With 65 Illus- 
trations by Arthur B. Frost-, and 9 by 
Henkv Holiday. Crown 8vo. 6 a. 

A Tangled Tai.e. Reprinted from the 

“ Monthly Packet.’’ With 6 fliustrations by 
Arthur 11 . Frost-. Crown 8vo. 4.C. 6d. 

Sylvie and Bruno. With 46 Illu.stra- 

tions by Harry Fukniss. Cr. 8 vo. js.Cid. 

The Nu%sf.ky ‘ ‘ A lice." T wenty Coloured 

Enlargements from Tk.sniel’s Illustrations 
to “ Alice’s Adveriture.s in Wonderland," 
with Text adapted to Nursery Readers, 
4 to. 4 -'. 

CARSTARES (William) : A Character and 
Career of the Revolutionary Epoch (1649— 
1715). By R. H. Story. 8vo. i2j. 

CARTER (R. Brudenell, F.C.S.}. A Prac- 
tical Treatise on Diseases of the Eye. 
8 vo. 3 6 j. 
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CAR'l'KR (R. Hrudenell). — Eyesight, tJocD 
AND Bad. Cr. 8vo. 6s. 

Modern Oi’Erations for Cataract. 

8vo. oj. 

CASSEl..— Manual ok Jewish History 
AND Litekai’urk. Translated by Mrs. 
Henry Lucas. Fcp. 8vo. aj. 6i/. 
CATULLUS. — Sklect PriEMS. Edited by 
F. P. Si.MEbON, B.A. Fcp. 8vo. 5s. 
CAUCASUS: Notes on the. By “Wan- 
derer.’ 8vo. i)s. 

CAUTLEV (G. S.). — A Century ok Em- 
blems. With Illustrations by the Lady 
Makman Alkokd. Small 4to. los. 6ci. 

CAZENOVE {J. (wibson). -Concerning the 
Being and Attributes ok God. 8vo. 5^. 

CHALMERS (J. B.). — Graphical Deter- 
mination OF Forces in En(;inkerin(; 
Structures. 8vo. 24.V. 

CHALMERvS (M.D.).--LocalGovkknment. 
Crown 8vo. 3.T. 6^/. Citizen Series. 

CHATTERTON : A JBiogkai hical Study. 
By .Sir Daniel Wilson, LL.IL Cr.Svo. 6s. 6if. 

CHAUCER. By Prof. A. W. Ward. Crown 
8vo. ts. Ch/. : sewed, ts. 

CHEYNE (C. H. H.}. -An ElkmentXry 
Treatise on the Planetary Theory. 
Crown 8 VO. 7s. 6(i. 

CHEYNE (T. K.),— The Book of Isaiah 
Chronologically Arranged. Crown 8vo. 
7 ^. 6ti. 

CHILDREN’S GARLAND FROM THE 
BES'r POET.S. .Selected and arranged by 
Coventry Patmore. i8mo. 4s. 6d. 

Globe Readinj^s Edition for Schools. 2j. 
CHOICE NOTES ON THE FOUR GOS- 
PELS, drawn from Old and New Sources, 
Crown Svo. 4 vols. 4s. 6d. each. (St. 
Matthew and St. Mark in 1 vol. gs.) 
CHRLSTIK (J.).— Cholera Epidemics in 
Ea s r Ak RICA. Svo. 1 5s. 

CHRLSTIK (J. K.), — IClkmkntaky Tk.st 
Question.^ in Pure and Mixed Mathe- 
matics. Crown Svo. 8jr. 6d. 

CHRISTMAS CAROL, A. Printed in 
Colours, with Illuminated Borders from MSS. 
of the 14th and 15th Centuries. 4to. 2ijr. 

CHRISTY CAREW. By the Author of 
“Hogan, M.P.” Globe Svo. 2s. 

CHURCH (Very Rev. R. W.).— The Sacked 
Poetry ok Early Religions. 2nd Edition. 
i8mo. IS. 

St. Anselm. (il.Svo, 5J. — Crn. Svo. 6s. 

Human Like and its Conditions. Cr. 

8vo. bs. 

— The CiiKTs ok Civilization, and other 
Sermons and J..ectures. Crown Svo. ys. 6d. 

Discipline ok the Christian Chakac- 

I'EK, and other Sermons. Crown Svo. 4J. 6d. 

Advent Sermons. 1885. Cr. Svo. 45. 6d, 

— Miscellaneous Writings. Collected 
Edition. 5 vols. Globe 8vo. 5J. each. 

Vol. L Miscellaneous Essays. II. St. 
Anselm. III. Dante; and other 
Essays, IV. Spenser. V. Bacon. 


CHURCH (Very Rev. R. W.).— Spen! 
Globe Svo. 5J. ; Crown Svo. is. 6d . ; swd. 

Bacon. Globe Svo. 5J. ; Cr. Svo. is. t 

sewed, is. 

CHURCH (Rev. A. J.).— Latin Version 
Selections from Tennyson. By P. 
CoNiNGTON, Prof. Seeley, Dr. Mess 
T. E. Kk8bkl, &c. Edited by A. J. Chur 
M.A. Extra fcp. Svo. 6s. 

Henry V. With Portrait. Cr.Svo. 2s. 

CHURCH (A. J.)and BRODRIBB(W. J.) 

Tacitus. Fcp. Svo. is. 6d. 

CICERO.— The Life and Letters of M> 
cus Tullius Cicero. By the Rev. G. 
Jean.s, M.A. 2nd Edit. Cr. Svo. 10s. t 

The Academica. The Text revised a 

explained by J. S. Reid, M.L. Svo. 15^ 

Thp; Acadi£Mics. Translated by J. 

Reid, M.L. Svo. 5s. 6d. 

De Amicttia. Edited by E. S. Siiuc; 

burgh, M.A. With Notes, Vocabulary, at 
Biographical Index. iSmo. is. 6d. 

De Senectute. Edited, with Note 

Vocabularj', and Biographical Index, by E. i 
Shuckbukchi, M.A. iSmo. is. 6d. 

Select Letters. Edited by Rev. G. E 

Jeans, M.A. iSmo. ia*. 6d. 

The Second Philippic Oration. Edite 

by Prof. John E. B. Mayor. New Edition 
revLsed. Fcp. Svo. 5.V'. 

Pro PuBLio Skstio. Edited by Rev. H 

A. Holden, M.A., Lr,.D. Fcp. Svo. 5s. 

’The Catiline Orations. Edited bj 

Prof. A. S. Wilkins, Litt.T). New Edition 
Fcp. Svo. 3^. 6d. 

Pro Lege Manilia. Edited by Prof= 

A, S. Wilkins, Litt.D. Fcp. Svo. 2s. 6d. 

Pro Rnscio Amerino. Edited by E. H. 

Donkin, M.A. Fcp. Svo. 4s. 6d. 

Stories of Roman Hisiorv. With 

Notes, Vocabulary, and Exercises by G. E. 
Jfans, M.A., and A. V. Jones. zSmo. 

IS. 6d. 

CLARK. — Me.mokials from Journals and 
Letters of Samuel ('lark, M.A. Edited 
by his Wife. Crown Svo. ys. 6d. 

CLARK (L.) and SADLER (H.).— The Star 
Guide. Roy. 8vo. 5J. 

CLARKE (C. B.). — AGkographicalReader 
AND Companion to the Atlas. Cr. Svo. 2s. 

A Class-Book of (iF.oijKAPHY. With 18 

Coloured Maps. Fcp. Svo. 3jr. 6d. ; swd., 3^. 
Speculations from Political Econ- 
omy. Crown Svo. js. 6d. 

CLARKE (F. W.).-A Table of Specific 
Gravity for Solids ^ND Liquids. (Con- 
.stanis of Nature, Part 1 .) Svo. t2s. 6d. 

CLASSICAL WRITERS. Edited by John 
Richard Green. Fcp. Svo. is. 6ti. each. 
Euripides. By Prof. Mahaffy. 

Milton. By the Rev. Stopfokd A. Brooke. 
Livy. By the Rev. W. W. Capes, M.A. 
Vergil. By Prof. Nkttleship, M.A. 
.Sophocle,s, By Prof. L. Campbell, M.A. 
Dbmosthenk,s. By Prof. Butcher, M.A. 
Tacitus. By Church and Brodkibb. 
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CLAUS1US(R.). — ThkMkcjjanicai-Thbory 
OF Heat. Translated by Walter R. 
Browne. Crown 8vo. loj. 6 d. 
CLERGYMAN’S SELF-EXAMINATION 
Co^•;ERNING THE Apos tles* Creed. Extra 
fcp. 8vo. IS, 6(/. 

CLIFFORD (Prof. W. K.). -Elements tn- 
Dynamic. An Introduction to the Study of 
Motion and Rest in Solid and Fluid Bodies. 
Crown 8 VO. Part 1. Kinematic. Books I.- - 
III. 7i. Book ly. and Appendix, 6^, 

Lectures anij Essays. Ed. by r.Ksi.iK 

Stephen and .Sir F. P<h,locic. Cr. 8vo. Ss.6cf. 

Seeing and Thinking. With IViagrams. 

Crown 8 VO. 3s. (x/. 

Ma'i hkmatical Pai'kks. Edite<l bv R. 

'ruCKKR. With an Introduction by H. J. 
.Stephen .Smith, M.A. 8vo. 3ojf. 
CLIFFORD(Mrs. W. K.), -Anyhow .Si oriks. 
With Illustrations by DoRoriiY Tknsam'. 
Crown 8vo. is . btf. ; paper covers, i.v. 
CLIVFl By Col. Sir Charles W’mson. 

With Portrait. Crown 8vo. 9S. (uf. 
CLOUGH (A. H.). Poems. New Edition. 
Crown 8 VO, 7s, (xf. 

Prose Riimai\'s. With a Selection from 

hLs Letters, and a Memoir by his Wife. 
Crown 8 VO, 7s , 61/, 

COAIj : Its Hisiory ano Pis Uses. By 
Profs. (luMN, Miali, 'I’mokpe, Rit ke:k, 
and .Mars HA j.L. 8vo. i - 2s . o(L 
COBDFN (Richard.). Speeches on Ques- 
tions OK PuiiLic Poi.ily. Kd. by J. Bright 
and J. K. 'I'lioRoLu R<jgeks, Gl. 8vo. yv,6t/. 
COCKSHO'I'T (A.; and WAT/l KRS (F. B.). 

- A 'PkEA'I ISE on (iK.<>ME'M:lt.AI. Co.NlCS. 
Crown 8vo. 5.S'. 

COHFLN (D, Julius B. b -The' Owens Col- 
LEC;e CoiiRSE OK pRAC'1'U.AL OrO.ANIC 
Chicmistrv. Fcp. 8v(j. j >, s , bd . 

COI.BFX'K (C.). — Frt-:nc:ii Kkalhngs from 
Roman History. Selected from variou.s 
Authors, with Note*.. iSino. 4.V. fv/. 
COLKNSO. The; Communion Se:kvice: 
from the; ItooK OK C<»MMON PRAYEK, WITH 
SeLE:CT REAOlNf.S FROM THE WKITIMtS OK 

the: Rev. F, D. Mauktck. ICdited by the 
late Bishop Coi.EN.so. 6th lid, i6mo. ■2s.fxf. 

COI-ERID(iE.--THE PoiiTlCAL ANT^ DRA- 
MATIC Works oe’ Sa-mue:!. 'I'aylor Cole:- 
RIDGE. 4 vols. Fcp. 8vo. -{T-v. fni. 

Also an Edition on 1 .arge Paper, a/. 6ti. 

COLERIDGE. By H. D. Traill. Crown 
8vo. i.v. 6^/. ; sewed, i.v. 

coli.ects of i'HE church of en(;- 

LAND. With a Coloured Floral Design to 
each Collect. Crown 8vo. lis. 

COLLIER (John). — A Pkime:r ok Art. 
i8mo. xs. 

COLQUHOUN.--RnYME:s ano CriiME:s. By 
F. S. CoLQUH<>u#(«^V F. S. Fuller xMatt- 
land). Extra fcp. 8vo. 3S . bd . 

COLSON (F. H.).-- First Gre:kk Re;adek. 
Stories and Legend.s. With Note.s, Vocabu- 
lary, and Exercises. (Bobe 8vo. 3^. 
COLVIN {S.).- -Landor. Crown 8vo. \s.t>d.'. 
sewed, xs- 


COLLIN (S.). —.SE:LE;crioNs from the Wri- 
tings OF W. S. Landor. iSino. 4^. 6r/. 

Keats, Crown 8vo. is. 6d. ; stowed, is. 

COMBE. -Like of Getirge: Combe. By 
CiiARi.E.s Gibbon. : vols. 3 vo. 32.?. 

Education; Its Pkin i ii es .»nd Prac- 
tice A.s l)i-vE;Loi-i;u u'v (Jeoki.e: Combe;. 
Edited by William Jolly. 8vo. t5j. 

CONGREV’E (Rev. John}.- ific.H Hopes 
AND Pi.EAI>[Nt;s FOR A REASONABLE FaITH, 
Nobi Mf THoiT..Hrs, LARiiFK Charity. 
Crown iivo ss. 

CONSTABLE (.Samuel). ( Ikome: .‘’rical Ex- 
e:kcises e'or Beon.m jcs. Cr. 8vo. 3*-. 6d. 

CONWAY (Hugh). — A Fammy Affair. 

( Irlobe 8vo. ys. 

— — LiVI.No ok npAD. (jlobc 8vo. 24*. 

COOK (Captain). li> W.mtek Besant. 

With Portrait. Crown 8\'o. 2x. 6d. 

COOKF, (F. '1'.). A I’.HULAk Handbook 
to T'he; N.ation.vl Galt.eky, Including, 
by special permission, Notes collected from 
the Works of Mr. Rusk in, ('rown 8vo, half 
morocco, i ax. 

Also an liuition on Large Paper, limited to 
j.So copies. 2 vols. Svu. 

COOKE (Josiah P., jun.). Principles of 
CiH.MiLAi Philosophy. New Ed. Bvo. x6s. 
Rki.ic.ion andChf.mis'i ky. (ir.Svo. js.bd. 

Elfaiez-vts ok (-Helmical Physics. 4th 

Edition. Royal 8vo. Jix. 

COOKERY. M iDDi.L Ci ASS lto«)K. Compiled 
for the Manchester Sclu^ol of ( 'ookery. Fcp. 
8vo IX. (id. 

CO-OPKRA'l ION IN THE UNITED 
STA'I’F-S: History ok. Edited hy H. B, 
Au.^ms. Svo. t?v. 

COJM’. (E. M.). An In i rodlctk^n to Aris- 
ta » i I k'.s K me, j Okie. 8\ o. 14s. 

COPK.(E. D.'. — ' 1 'he: 0kt(,i\ oi- the; Fittest. 

F'.ssays on livtdutioM. dvo. as.bd. 
CORBl'.'I’l’ (Julian). - 'I he. F.vi r okAsgard: 
A Tale of St. Olaf’s Day. vols. t2.v. 

For Col) AN!) ( ioi D. Crow'M 8vo. 6s. 

— Koi-m 'PCA n uE, Thirtue;n ph. 2 vols. 
(/lobe 8 VO. us, 

I>rake:. With Portrait. C'r. ?.vo. -.lv. 6f/. 

Monk. With Portrait. Cr. Svo. 2X. 6d. 

CORE (T. H.). iJle.stions on Balfour 
.Stewart’s *• Le.s.sons in Ele:.me.n'taky 
Physics." Fcp. Svo. 2x. 

CORFIELD (Dr. W. H.).— The: Tkkatme:nt 
AND Urir.iZATioN oE Slwaoe;. 3rd Edition, 
Revised by the .Author, and hy Louis C. 
Parke:s, M.^). 3 vo. 164. 

CORNAZ (S.).— No.s E.'.'FAwrs kt Leuks 
Amis. Ed. by Edith Harvfy. Gl. Svo. is.6d. 
CORNELL UNlVERSnV STUDIES IN 
CLASSICAL PHlLOLOt iY. Edited by I. 
Flagi., W. G. Hat.k., and B. 1 . Wheeler. 
I, The C (/ AZ-Constiaictions : tlieir History 
and Functions. Part 1. Critical, xs. 8d. net. 
Part II. Constructive. By W. G. Hale:. 
y. 4d. net. II. Analogy and the Scope of 
its Application in Language. By B. I. 
Whe.e:le:r. is. 3d. net. ^ . 
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CORNEILLE.- -Le Cid. Ed. by G. EuaksB 
Fasnacht. i8mo. is. 

COSSA. — Guide to the Study op Political 
Economy. From the Italian of Dr. Luigi 
Cossa. Crown 8vo. 4^^. 6^. 

COTTERILT^ (Prof. James H.). — Applied 
kt. Mechanics : An Introduction to the Theory 
of Structures and Machines. 2nd Edition. 
Med. 8vo.. i8j. 

COTTON (Bishop). — Sermons Preached 
to English Congregations in India. 
Crown 8vo. js. 

COTTON and PAYNE. — Colonies and 
Dependencies. Part I. India. By J. S. 
Cotton. Part II. The Colonies. By E. 
J. Payne. Crown 8vo. 3s. 6ef. 

COUES (Elliott). — Key to North American 
Birds. Illustrated. 8vo. 2/. 2^. 
COWELL (George). — Lectures on Cata- 
ract : Its Causes, Varieties, and Treat- 
ment. Crown 8vo. 4J. 6^/. 

COWPER. — Cowpf.r’s Poetical Work.s. 
Ed. by Rev. W. Benham. Globe 8vo. 3s. 6d. 

The Task : An Epistle to Joseph Hill, 

Esq. : Tirocinium, or a Review of the 
Schools ; and the History of John Gilpin. 
Editedby William Benham. Globe 8vo. is. 

Letters of William Cowper. Edited 

by the Rev. W. Benham. i8mo. 4^. 6 ci. 
Selections from Cowper’s Poems. In- 
troduction by Mrs. Oliph ant. i8mo. 4s. 
COWPER. By Goldwtn Smith. Crown 8vo. 
IS. 6(i . : sewed, is. 

COX (G. V.'. — Recollections of Oxford. 
2nd Edition. Crown 8vo. 6s. 

CRAIK (Mrs,).—OLiVE. niustrated. Crown 
8vo. 3s, 6d. — Cheap Edition. (Jlol^ 8vo. -is. 

The Ogilvies. Illustrated. Crown 8vo. 

3J. bd. — Cheap Edition. Globe 8vo, 2j. 

Agatha’s Husband. Illustrated. Crown 

8vo. 3s.bd. — Cheap Edition. Globe 8vo. 2j. 

The Hp:ad of the Family. Illustrated. 

Cr. 8vo. y.bd . — Cheap Edition. Gl. 8vo. 2J. 

Two MARRiAr.Es. Globe 8vo. 2J. 

The Laurel Bush. Crown 8vo. 6s, 

My Mother and I. lllust. Cr. 8vo, 6s. 

Miss Tommy: A Mediaeval Romance. 

Illustrated. Crown 8vo, 6s. 

King Arthur: Not a Love Story. 

Crown 8vo. 6^. 

Beginning on March /si, rSipo, and con- 
tinued monthly, a uni/or$n edition oj 
Mrs. Craik's Novels -will be issued, price 
js. 6d. each. 

Poems. New and Enlarged Edition. 

Extra fcp. 8vo. 6s. * 

Children’s Poetry. Ex. fcp. 8vo. 4J. 6d. 

Songs of our Youth. Small 410. 6f. 

Concerning Mp:n : and other Papers. 

Crown 8vo. 4^. 6d. 

About Money: and other Things, 

Crown 8vo. 6.f. 

Sermons out of Church. Cr. 8vo. 6 s. 

An Unknown Country. Illustrated by 

F Nfjw’t 8i'0- «T,r 


CRAIK (Mrs.). — Alice Learmont : A Fa: 
Tale. With Illustrations. 4^. 6d. 

An Unsentimental Journey throu 

Cornwall. Illustrated. 410. 12^. 6d. 

Our Year: A Child’s Book in'^Prc 

AND Verse. Illustrated. 2j. 6d. 

Little Sunshine’s Holiday. Git 

8vo. 2f. 6d. 

The Adventures of a Brownie, ir 

trated by Mrs. Allingham. 4^. 6d. 

The Little La'me Prince and 

Travelling Cloak. A Parable for < 
and Young. With 24 Illustrations by 
McL. Ralston. Crown 8vo. 4.1. 6d. 

The Fairy Book : The Best Popui 

Fairy Stories. Selected and rende 
anew. With a Vignette by Sir Noel Pat 
i8mo. 4^. 6d. 

CRAIK (Henry). — The State in its Re 
TioN to Education. Crown 8vo. 3s. C 

CRANE (Lucy). — Lectures on Art / 
the Formation ok Taste. Cr. 8vo. ( 

CRANE (Walter). — The Sirens Three. 
Poem. Written and Illustrated by Wal" 
Crane. Royal 8vo. los. 6d. 

CRAVEN (Mrs. Dacre). — A Guide to I 
trict Nurses. Crown 8vo. 2s. 6d. 

CRAWFORD (F. Marion).- Mr. Isaacs 
Tale OF Modern I Nr>iA. Cr. 8vo. 3s. 

Doctor Claudius; A True Stc 

Crown 8vo. 3s. 6fl. 

A Roman Singer. Crown 8vo. 3s. t 

Zoroaster. Crown 8vo. 3s. 6d. 

A Tale of a Lonely Parish. Crc 

8vo. 3s. 6d. 

Marzio’s Crucifix. Crown 8vo. 3^. 

Paul Patokk. Crown 8vo. 3^. 6d, 

With thf. Immortals. 2 vols. G!! 

8 VO. i2s. I vol. Crown 8vo. 35. 6d, 

Greifensvein. Crown 8 vo. 6 s . 

Sant Ii.AKio. Crown 8 vo. 6s. 

CREIGHTON (M.). Rome. i8mo. is. 

[Literature Prim 

Cardinal Wolsey. Crown 8 vo. 2j, 

CROSS (Rev. J. A.). - Bible Readings 

LKCTED FROM THE PknTATEUCH AND ' 

Book OK Joshua. 2nd Ed. Globe 8vo. 2^. 

CROSSLKY (E.), GLKDHILL (J.), 
WILSON (J. M.).— A Handbook ok E 
BLE Stars. 8vo. 21s. 

Corrections to the Handbook 
Double Stars. 8vo. is . 

CUMMING (Linnaeus).-- Electricity. 
Introduction to the Theory of Electric 
With numerous Examples. Cr. 8vo. 8s. 

CUNNINGHAM (Sir H. S.).— The Ca 
leans : A Vacation Idyll. Cr. 8vo. 3^. 

The Heriots. 3 vol.;. Cr. 8vo. 3ts. 

CUNNINGHAM (Rev. W.).— The Epis 
OF St. Barnabas. A Dissertation, indue 
a Discussion of its Date and Authors 
Together with the C^reek Text, the L 
Version, and a New BlngUsh Translation 
CoTT.menftarv. Crown 8vo. 7s. 6d, 
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CUNNINGHAM (Rev. W.). — Ckrtstiam 
Civilisation, with Special Reference 
TO India. Crown 8vo. 5s. 

The Churches of Asia: A Methodi* 

CAi» Sketch ok the Second Century. 
Crown 8vo. 6 s. 

CUNNINGHAM (Rev. John). The 
Growth of the Church in itsOkcanika. 
TiON AND Institutions. Being the Cruall 
Lectures for 1886. 8vo. 9X. 

CUNYNGHAME (Gen. Sir A. T.).— Mv 
Command in South Africa, 1874 — 78. 

8 VO. X2^. 6(i. 

CURTEIS (Rev. G. H.).— Dissent in its 
Relation to the Church of Enoi.and. 
Bampton Lecture.s for 1871. Cr, 8vo. ys. 6{f. 

TheScientificOmstaclestoChristian 

Belief. The Boyle Lectures, 1884. Cr. 8vo. 6 s . 

CUTHBERTSON (Francis). -- Euclidian 
Geometry. Extra fcp, 8vo. 4^. 6i/. 
DAGONET THE JESTER. Cr. 8vo. 4.^.6./. 
DAHN (Felix). — Fklicitas. Translated by 
M. A. C. E. Crown 8vo. 4.f. ( nf . 

“DAILY NEW.S.” — Correspondence of 
the War petwken Russia and Turkey, 
1877. To THE Fai.l of K AKs. Cr. 8vo. 6r. 

Corre.spondk.nceoftheRusso-Tmkkish 

War. From the Fall ok Kars to the 
Conclusion of Peack. Crown 8vo. cr. 

DALE (A. W. W.). The Synod of Elvira, 
AND ChRLSTIAN LiFE IN THE FoUKTH CEN- 
TURY. Crown 8vo. lor. 6f/. 

D.\LTON (Rev. Rules and Examples 

IN Arithmetic. New Edition. tSrno. 2r. 6^/1 

Rules and Exampi.ks in Algebra. 

Part I. New Ed. i8mo. zs. Part IT. 2r. 6ti. 
Key to Ai.gebra. Part I. Cr. 8vo. ys. 6t/. 

D-'VMIEN (Father). — A Journey FRf»M Cash- 
mere to his Home in II awaii. By Edward 
(I r.iFKORD. Crown 8vo. ar. 6</. 

DAMPIER. By W. Clark Russell. With 
Portrait. Crown 8vo. 2s. 6d. 

DANIELL (Alfred).— a Text- Hook of the 
Principles ok Physics. With Illustrations. 
2nd Edition. Medium 8vo. 21.V. 

DANTE.— -The Pi ugatory of Dante Ali- 
ghieri. Edited, with Translations and 
Notes, by A. J- Butler. Cr. 8vo. lar. 6d. 

The Pakadiso of Dante. Edited, with 

a Prose Translation and Notes, by A. J. 
Butler, (jrown 8vo. lar. 6<i. 

De Monarchia. Translated by F, J. 

Church. 8vo. 4^. 6d. 

Dante: and other Essays. By the 

Dean of St. Paul’s. Globe 8vo. 5^. 

Rbadings on the Purgatorio of 

Dante. Chiefly based on the Commentary 
of Benvenuto Da Imola. By the Hon. \V. 
W. Vernon, M.A. With an Introduction 
by the Very RevAhe Dean of St. Paul’s. 
2 vola. Crown 8vo. 34s. 

DARWIN (Charle.s).--MEMORiAL Notices, 
reprinted from Nature. By T. H. Huxley, 
G. L Romane-s, Archibald Geikie, and 
W, T. Thiselton Dyer. With a Portrait. 
• Crown 8vo. as. 6d, [Ndture Series. 


DAVFES (Rev. J. Llewelyn).— T hf: Gospel 
AND Modern Life, and Edition, to which 
is added Morality acc«>kding to the Sa- 
crament OF the Lord’s Supper? Extra 
fcp. 8vo. 6s. 

Warnings ag.mnst Sui’FtRSTi rioN. Ex. 

fcp. 8vo. us. 6d. 

TheChristi AN Calling. Ex. fcp. 8 vo. dr. 

The Eplstlks of St. T^ywui. to the 

Ephesians, the Colossians, and Phile- 
mon. With Introductions and Notes, and 
Eilitit'i). Kvo. ys. 6d. 

Social Ques ciuns from the Point of 

View of Christian Theology. 2nd Ed. 
Crown 8 VO. 6s. 

DAVIES (J. LI.) and VAUIIHAN (D. J.}.— 
'I'liE Ri puMLic t)F Plato. Translated into 
English, i8mo. 4^. 6//. 

DAWKINS (Prof. W. Boyd). Early Mam 
IN Britain and his Place ln the Ter- 
tiary Period. Medium Svo. 25J. 

DxAWSON (SirJ. W.). — Acadian Geology, 
the Geological .Spructiikk, Organic 
Remains, and Mineral Resources' of 
Nov'a Scotia, New Brunswick, and 
Prince Edward Island. 3rd Ed. 8vo. 21J. 

DAWSON (James). -Aiistkai.ia.n Abori- 
GINE"^ Small 4to. 14.9. 

DAY (Rev. r.al Bchaii). — B enc.al Peasant 
Lief. Crown 8vo. bs. 

Foi.k Talks of Bengal. Cr. 8vo. 45.6d. 

DAY (B. IC.). Klkc; nuc T.ight .\kithmetic. 
Pott 8vO. 2.V*. 

DAY (H. G.>. Pkoi’Ertifs of Conic Sec- 
tions proved Gkomktricai.i y. Crown 
8 v« >. w. 6 d . 

DAYS WITH SIR ROGER DE COVER- 
LEV. From the Spectator. With Illustra- 
tiuiLs by Huc.h Thomson. Fcp. 4to. 6^. 

DEAK (Francis). -Hungarian .Statesman. 
A Memoir. 8vo. 12s. 6d. 

DEFOE (Daniel). — The Adventures of 
Roihnso.n Crustik. Ed. by Henry Kings- 
ley. Globe 8 vo. 3^.6^/. [Giot>r Sefdes. 

Golden Freasiery Series Edition. Edited 
by J, W. Cl.akk, M.A. i8mo. 4s. 

DEFOE. ByW. Min'i o. Crown 8 vo. \s.6d.\ 
sewed, ts. \ English Men 0 / Letters Series. 

DELAMOTTE (Prof. P. H.). - A Beginner’s 
Drawing-Book. Progressively arranj^ed. 
With upwards of 50 Plates. 3rd Edition. 
Crown 8vo. 3.C. 6d. 

DEMOCRACY : An American Novel. 
Crown 8vo. 4jr. 6d. 

DEMOSTHENES.— Adversus Lkptinem. 
Ed. Rev. J. 14 . King, M.A. Fcp, 8vo. 4s. 6d. 

The Oration on the Crown. Edited 

by B. Drake, M.A. 7th Ed. Fep.Svo. 4s. 6d. 

The First Philippic. Edited by Rev, 

T. Gwatkin, M.A. Fcp. 8vo. as. 6d. 

DEMOSTHENES. By Prof. S. H. But 
CHER, M.A. Fcp. 8vo. If. 6d. 

DE MAISTRE.— La Jeune Sib^rienne ei 
i.E LApreux de la Cit6 d’Aoste. Edited; 
with Notes and Vocabulary, by S. Barlet, 
B.Sc. Globe 8vo. if. 6d. , 
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DK MORGAN (Mary). — Thk Nkcklxck of 
Princkss Fiorimonde, and other Stories. 
Illustrated by Walter Crank. Extra fcp. 
8 VO. ‘ V. Also a Large Paper Edition, 

with the Illustrations on India Paper, loo 
copies only printed. 

DE QUINCEY. By Prof. Masson. Crown 
8vo. ijr. td. ; sewed, if. 

DEUTSCHE r.YRIK. The Golden Trea- 
sury ok' the Best German Lyrical 
Poems. Selected and arranged by Dr. 
Buchhkim. i8mo. 4^. 6/f. 

DE VERE (Aubrey). Essays Chiefly on 

P<»ETRV. 2 vols. Globe 8vo. lajr. 

Essays, Chiefly Literary and Ethi- 
cal. (Jlobe 8 VO. 6f. 

DE WINT. — Memihr of Peter df. Wint. 
By WALTF.R Armstrono, B.A. Oxon. Illus- 
trated by 24 Photogravures from the Artist’s 
pictures. Super- Royal 4to. 31^. (id. 

DICEY (Prof. A. V.). -Lectures Introduc- 
tory TO THE Study ok the Law of the 
CoNSTi ruTio.N. 3rd Edition. 8vo. i2f. 6^/. 

Letters on Unionist Delusions. 

Crown 8 VO. 2J. (id. 

The Privy Council. Crown 8vo. 3^. (id. 

DICKENS (Charles). - The Posthumous 
Papers of the Pickwick Club. "With 
Notes and numerous lllustration.s. Edited 
hy Chari.es Dickens the younger. 2 vols. 
Extra ‘crown 8vo. 2if. 

DICKENS. By A. W. Ward. Crown 8vo. 
IS. (id. : sewed, ts. 

DIDEROT AND THE ENCYCLOPE- 
DISTS. By John Mokley. 2 vols. Cilobe 

8 VO. I Of. 

DIGGLV;^ (Rev. J. W.).- Godliness and 
Manliness. A Miscellany of Brief Papers 
touching the Relation of Religion to Life. 
Crown 8vo. 6s. 

DILKTIANTI SOCIETY'S PUBLICA- 
TIONS. — Antiquities or Ionia. Vols. I. 
11. and III. 2/. 2f. each, or 5/. 5.9. the set. 
Part IV., folio, half morocc<>, 3/. i3f. 6d. 

Penrose (Francis C.\ An Investigation 

of the Principles of Athenian Architecture. 
Illustrated by numerous, engravings. New 
Edition. ILnlarged. Folio. 7/. yf. 

Specimens of Ancient Sculpture: 

Egyptian, Etruscan, fjRp:EK, and Ro- 
man. Selected from different Collections in 
Great Britain by the Society of Dilettanti. 
Vol. II. Folio. 5/. 5f. 

DILKE (Sir C. W.).— (Jreatkr Britain. A 
Record OK 'rKAVKL in F.ni.lish-Speaking 
Countries durinc; 1866-67. (America, Aus- 
tralia, India.) 9th Edition. ^Crown 8vo. 6s. 

Proble.ms OF Greater Britain. Maps. 

2 vols. 2nd Edition. 8vo. 36f. 
DILLWYN (E. A.). — Jill. Crown 8vo. 6 f. 
Jill and Jack. 2 vols. Globe 8vo. i2f. 

DOB.SON (Austin). — Fieldini;. Crown 8vo. 
If. 6d. ; sewed, if. 

DODGSON (C. L.).— Euclid. Books I. and 
II. With Words sulistitutcd for the Alge- 
braical SymlF)ls used in the first edition. 4th 


DODGSON (C. r..). — E uclid and his Me 
DKRN Rivai.s. 2nd Edition. Cr. 8vo. 6f. 

Supplement to First Edition “ Euc 

LID AND HIS Modern Rivals.” Crow. 
8vo. Sewed, if. C 

CuKiosA Mathkmatica. Part I. ANei 

Theory of Parallels. 2nd Ed. Cr. 8vo. 2.^ 
DONALDSON (Prof. James). -The Apo 
STOL iCAL Fathers. A Critical Accoun' 
OF their Genuine Writings, and o 
their Doc trines. 2nd Ed. Cr. 8vo. 7s. 6£ 
DONISTHURPE (Wordsworth). — Indiv. 

DUALISM : A System of Politics. 8vo. 14. 
DOWI)EN(Prof. K.).-^ Siiakspkre. i8mo. i. 

Southey. Crown 8vo. ts. 6</. ; sewed, r- 

DOYLE (J. A.).- -History of A.merio 
With Maps. i8mo. 4f. 6d. 

DOYl.E (Sir F. H.). The Return of th 
Guards: and other Poems. Cr. 8 vo. yf. 61 
DRAKE, r.y Julian Corbett. With Po 
trait. Crown 8vo. 2f. 6d. 

DREW (W. H.). — A Geometrical Treatis 
ON Conic Sections. 8th Ed. Cr. 8vo. s= 
DRUMMOND (Prof. James). — Introdui 
tion to the Study of Thf.ology. Crow 
8vo. 5f. 

DRYDKN ; Essays ok. Edited by Prof. ( 
D. Yonge. Fcp. 8vo. 2f. 6d. 

Poetical Works. Edite<!,with Memoi 

Revised Te.x t, and N otes, by W. I). Ch risti 
C.B. (ilobeSvo. 3f. 6</. {Globe Editic'. 
DRYDKN. By G. S.mntsburv. Crowm 8v 
If. 6 d. : sewed, if. 

DU CANE (Col. Sir K. F.). -The Punis: 

MKNT AND PREVENTION OK CrIME. CrOV 
8vo. 3f. 6d. 

DUFF (Right Hon. Sir M. E. Grant). -Not: 
OK AN Indian JouRNPiY. 8vo. xos. 6<l. 

Ml.SCKLLA.NIES, POLITICAL AND LiT 

KARY. 3 VO. I Of. 6d. 

DUMAS. — Lhs Demoiselt.ks ue St. Cy 
Conuidie par Alexander Dumas. Edit 
by Victor 0 (;p:k. iSrrio. is. 6d. 
DUNTZER. -Like ok Gop;the. Translate 
by T. W. Lystkk. With Illustrations. 
v('ls. Crown 8vo. 2 if. 

Life of Schiller. Translated by P. ] 

Pinkerton. Illustrations. Cr. 8vo. lof. 6 
DU PRiC (A. M. I).). - Outlines of En 
LTSH History. Globe 8vo. In 2 Parts. 
DUPUIS (Prof. N. F.).- Elementary Sy 
thetic Geometry of the Point, Lin 
AND Circle in the Plank. G 1 . 8vo. 4f. C 
DYER (J. M.).— Exercises in Analytic, 
Geometry. Crown 8vo. 4f. 6d. 

EADIE (Prof. John).— The Engi.ish Bibl 
An Extf.rnal and Critical Hlstory 
THE various English Translations 
Scripture.. 2 vols. 8vo. 28f. 

St. Paul’s EpisTLEii to the THE.s^ 

LONiANs, Commentary on the Gre; 
Text. 8vo. T2f. 

Life OF John Kadie, D.D., LL.D. 

James Brown, D.D. 2nd Ed. Cr.Svo. 7s. i 
EAGLES (T. H.). —Constructive Geon 

-'»-v TP" vw 'iivvfr'.K f^irowrr l8vo„ n2 
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EASTLAKE(I^dy). — K ellowshu* : Letters 

ADDRESSED TO MY SiSTER- MoU RNERS. Cr. 
8vO. 2 S. f>d. 

£ti£RS (Dr, George), - The liukooMASTEk’s 
WiHfc. Translated by Clara 13 elu Crown 
8vo. 4J. bd. 

— — Only a Word. Translated by ('lara 
Bell. Crown 8vo. bd. 

ECCE HOMO. A Survey OF THE Like AND 
J ^WoRKoF Jesus Christ, aoth Ed. Cr.8v<>. bs. 

ECONOMICS, Tvie (Juakteri.y Jf>i’KNAi • 
OF. Vol. II. Part 11 . January, 1888. 8vo. 
2,s.bd. Part HI. 'js. bd. Part IV'. vs. 6 d. 
Vol. III. 4 parts, vs. 6 d. each. V'ol. IV. 
Part I. 2J. bd. 

EDGAR (J. II.) and PKITCHARI)((;. S.). 

Nf)TE-BoOK ON PKAt.lTCAL S(»LID OK 1 )e 
SCRIPTIVK (iEOMRTKY, CONPA I NM NO. PRO- 
BLEMS WITH nrci.p FOR .Solltti«)n. 4th 
Edition, Enlarged. HyAKTiiuR Ci. .VIkk/e. 
Globe 8vo. 4r. 6 d. 

EDWARDS (Joseph). An Elementary 
Treatise on ’jhe Difekkevtial Calcu- 
lus. Crown 8 VO. 6^/, 

EDWARDS-MOSS (J. E ). A Ska.son in 
Sutherland. Crown Rvo. ^s.bd. 
EGGLESTON (E.). liir. Muuskhoi.d 
History OF THE United States and its 
People. Illustrations and Maps. 410. lar, 
EICKE (K. M.).- Kirs. Lkss„n.-^ in Lapis'. 
Extra fcp. 8vo. 

ElMER (G. H. 1 '.). - (.)koa.n'ic K\i»li:tion 
AS the Result of the Inhekitance: of 
Acquired Characters auc ordino ro the 
Laws of Oiujanic Grow rii. Ihanslated by 
J. T. CUNNINfiHAM, M.A. ;;\o. 12 .S,M. 

ELDERTON (W. A.).— Mai' Drawing and 
Map Making. Globe 8vo. 

ET.LERTON (Rev. John). riiE Holiest 
Manhood, and rrs Lessons i-ok Busy 
Lives. Crown 8vo. 6 s. 

ELLIOT (Hon, A.).- -I'uk State and the 
Church. Crow-n 8 v<l ^s. 6 d, 

ET.LIOTT. — Life of Henry Venn Elliott, 
OF Brighton. By Josiah Bapeman, M.A. 
3rd Edition. Extra fcp. 8vo. <.s. 

ELT.IS (A. J.). Practical Hints on the 
uantitative Pronunciation ok Latin. 
xtra fcp, 8 VO. 4jr. bd. 

ELLIS (Tristram). .Skktchino from Na- 
ture. lllustr. by H. Stacy Marks, R.A., 
and the Author, and Edition. Cr.Svo. ss.bd. 

jEMKRSON. — The Take of Ralph Waldo 
Emerson. By J. L. Cahop. 2 voIs. Crown 
8 VO. i8j. 

The Collected Works of Ralph 

WaudoEmerson. 6 vo 1 s. (i) Mlscellaniks. 
With an Introductory Essay by John Mor- 
LEY. (2) Essays. (3) Poems. (4) English 
Traiii's ; AND Representative Men. (5) 
Conduct of Life ; and Society and So- 
litude. (6) LifrTERs; and S(k;ial Aims, 
&c. Glolbc 8vo. each. 

ENGLAND (E. B.). -Exerclses in Latin 
Syntax and Idiom. Arran£[ed with refer- 
«ence to Roby’s School Latin Grammar. 
«Crown 8vo. 2X. 6 d» 

.Key to the above. Crown 8vo. 2f. 6 d. 


ENGLISH CITIZEN, THE. A Series of 
Short Books on his Rights and Re.si>onsibili- 
tie-s. Edited by H»:nry Craik, C.B. Crown 
8vo. 3jr. 6 t/. each. • 

Central Governmfn r. By H. D. Traill, 

D.C.l . 

The Eiectgrate and the Legislature. 

By Si’KNCKR Waddle. 

The Poor Law. By the Rev. ' 1 ^ W. Fowlk. 
The National Budget; Thf. National 

IJKIi r ; 'I'WK., AND RaTES. By A. J. 
WusuN. 

The State in Relation to La hour. By* 
VV. S panley Jevons, LL.D., F’.R.S. 

The State a.nd the Cnuncu. By the Hon. 

Ar'j ui'r Ei 1 U)P p, M.P. 

FoKi n.N Rici.ArioNs. P.y Spencer Wai.- 
POl.Ii. 

The Spate in its Relapion ro Trade. 

P.y' .Sir 'V. H. Farkek, Bart. 

Local ( hwERNMKN'T. By M. I ). Chalmers. 
'I'he Spa PE in i ts Relation to Educa- 
Ti«»N. By Henry Craik, C. B. 

I'he Land Law.s, By Sir F. Pollckik, 
13 art. .'11(1 Kditifm. 

COLONIF.s AND DEPENDENCIES. 

P.Art 1 . India. By J. S. ('opton, M.A. 
IL 'riiF ( 'or oNiKs. By K. J. Payne. 
Jl ;.! U.E AND PoLICF.. Jiy F. W. MaITLAND. 
Till- PUMMIMENT AND PREVENTION OF 
(. RIME. By Colonel Sir Edmund DU Cane. 

f:n(;lisii hisiury, readings in.— 

Selected and Eilited by J«»hn Richard 
(iKKEN. .{Parts. Fcp. 8vo. i.f. each. 
Part 1 . Henixist to Cressy. 11 . Cressy to 
thtjiuwdl. HI. C romwell to Balaklava. 
ENCTJSH II.LGSTRATKl) M.\C;AZ 1 NK, 
THE. I'rofusely Illustrated. Published 
M« nthly. Number L Octolier, 1883. 6 d. 

Vol. 1 . i88.p 7.G bd. Vol.s. IL — VI. .Super 
roy.al 8vo, extr.a cloth, coloured edges. 8jr. 
each. Cli.ih t 'overs for hinding Volumes, 

I.V. (id. each. 

- — Proof Impressions of Engravings originally' 
published in 7 '/ic Etuilish Illustrated Maga- 
zine. 18C4. I'i Portfolio 4to. 21 J. 
ENGLISH .MEN OF ACTION. — Crown 
8vo. With Portraits. 2S. 6 d. each. 

The following Volumes are Ready : 
General Gordon. By Col. Sir VV. Butler. 
Henry V. By the Rev. A. J. Church. 
Livingstone. By 'I'homas 11 ughe.s. 

Lord Lawrence. By Sir Richard Temple. 
Wellington. By George Hooper. 
Dampier. J 3 y W, Ci.ark Russell. 

Monk. By Jultan Cokiietp. 

Strafford. By IL D. Traili- 
Warren Hasting.s. By Sir Alfred Lyall, 
Peterborough. By W. Stebbxng. 
Drake. By Julian Corbett. 

Captain Cook. By Walter Bes ant. 

Sir Henry Havelock. By Archibali 
Forbes. 

1 Clive. By Colonel Sir Charles WilsoN| 
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ENGLISH MEN OF ACTION-<<»mflr. 

The undermentioned are in the Press or in 
Preparation : 

Warwick, the King-Maker. By C. W. 
Oman. 

Montrose. By Mowbray Morris. 
Maucuorouch. By Col. Sir Wm. Butler. 
Rodney. By David Han.vay. 

Sir John Moore. By Colonel Maurice. 
Sir Charles Napier. By Col. Butler. 

ENGLISH MEN OF LETTER.S.- Edited 
byJoHN Morley. Crown 8 vo. 2f. 6i/. each. 
Cheap Edition, js. td. ; sewed, xj. 
Johnson. By Leslie Stephen. 

Scott. By R. H. Hutton. 

Gibbon. By J. Cotter Morison. 

Hume. By T. H. Huxley. 

Goldsmith. By William Black. 
Shelley. By J. A. Symonds. 

Defoe. By W. Minto. 

Burns. By Principal Shairp. 

Spenser. By the Dean of St. Paul’.s. 
Thackeray. By Anthony Trollope. 
Milton. By Mark Pattison. 

Burke. By John Morlev. 

Hawthorne. By Henry James. 
South.ey. By Prof. Dowden. 

Bunyan. By J. A. Froude. 

Chaucer. By Prof. A. W. Ward. 

Cowper. By Goldwin Smith. 

Pope. By Leslie Stephen. 

Byron. By Prof. Nichol. 

Dryuen. By G. Saintsbuky. 

Locke. By Prof. Fowler. 

Wordsworth. By F. W. H. Myers. 
Landor. By Sidney Colvin. 

De Quincey. By Prof. Masson. 

Charles Lamb. By Rev. Alfred Ainger. 
Bentley. By Prof. Jebb. 

Dickens. By A. W. Ward. 

Gray. By Edmund Gosse. 

Swift. By Leslie .Stephen. 

Sterne. By H. D. Traill. 

Macaulay. By J. Cotter Morlson. 
Fielding. By Austin Dobson. 

Sheridan. By Mrs Oliphant. 

Addison. By W. J. Courthope. 

Bacon. By the Dean of St, Paul's. 
Coleridge. By H. D. Traiix. 

Sir Philip Sidney. By J. A. Symonds. 
Keats. By Sidney Colvin. 

ENGLISH POETS. Selections, with Criti- 
cal Introductions by various Writers, and a 
General Introduction by Matthew Arnold. 
Edited by T. H. Ward, M.A. 4 vols. 
Crown 8vo. ^s. (id. each. 

Vol. I. Chaucer to Donne. II. Bkn Jon- 
soN TO Dryden. III. Addison to Blake. 

. IV. Wordsworth to Rossetti. 


ENGLISH STATESMEN (TWELVE 
Crown 8vo. ts. 6 d. each. 

William the CoNguEROR. By Edwar 
A. Freeman, D.C.L., LL.D. [Read^ 
Henry II. By Mrs. J. R. Green. [Keadj 
Edward I. By F. York Powell. 

Henry VII. By James Gaikdner. [Read^ 
Cardinal Wolsey. By Prof. M. Creigf; 

ton. IRead^ 

Elizabeth. By E. S. Beesley. 

Oliver Cromwell. By Frederic Harr: 

SON. [Readj^ 

William III. By H. D. Traill. [Read^ 
Walpole. By John Morley. [Read^ 
Chatham. By John Morley. 

. Pitt. By John Morley. 

Pkkl. By J. R. Thursfikld. 

ESSEX FIELD CLUB MEMOIRS. Vol. I 
Report on the East An(;lian Earth 
QUAKE of 22ND April, 1884. By Raphaei 
Meldola, P’.R.S., and William White 
F.E.S. Maps and Illustrations. 8vo. 3^. 6 d 

ETON COLLEGE, HISTORY OF, 1440- 
1884. By H. C. Maxwell Lyte, C.B 
Illu.strations. 2nd Edition. Med. 8vc. 21s 

EURIP 1 D?:S. -Medea. Edited by A. W 
Vkrrall, Litt.D. 8vo. 7.V. 6 d. 

Hippolvtus. Edited by J. P. Mahafkv. 

M.A., and J. B. Bury. Fcp. 8vo. 3^. 6 d. 

Hecuba. Edited by Rev. John BonD; 

M.A., and A. S. Walpole, M.A. i8moc 

15 . 6 d. 

Ii'HiGENiA IN Tauris. Edited by E. B= 

England, M.A. Fcp. 8vo. 4^. 6 d. 

Medea. Edited by A. W. VerralL; 

Litt. D. Fcp. 8vo. 3^. 6 d. 

Ion. Edited by M. A. Bayfield, M.A. 

Fcp. 8 VO. 3^. 6 d . 

EURIPIDES. By Prof. Mahaffy. Fcp. 
8vo. iJT. 6 d. 

EUROPEAN HISTORY, Narrated in a 
Series of Historical Selections from 
the best Auihorities. Edited and ar- 
ranged by E. M. Sewell and C. M. Yonge. 
2 vols. 3rd Edition. Crown 8vo. dr. each. 
EUTROPiuS. Adapted for the Use of Be- 

f inners. With Notes, Exercises, and Voca- 
ularies. By W. Welch, M.A., and C. G. 
Duffield, M.A. iSmo. is. 6 d. 

EVANS (Sebastian). — Brother Fabian's 
Manuscript, and other Poems. Fcp. 
8vo, cloth, djr. 

In the Studio : A Decade of Poems. 

Extra fcp. 8vo. 5^. 

EVERETT (Prof. J. D.).— Units and Phy- 
sicAL Constants, and Ed. Globe 8vo. sj. 
FAIRFAX. Life of Robert Fairfax of 
Steeton, Vice-Admiralf, Alderman, and 
Member for York, a.d. x666 — 1725. By 
Clements R. Markham, C.B. 8vo. ias. 6 a, 

FAITH AND CONDUCT; An Essay on 
Verifiable Religion. Crown 8vo. js. 6 d. 

FARRAR (Archdeacon).— -T he Fall of Man, 
AND other Sermons. <iith Edo Cr. Sim iS-r. 
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FARRAR (Archdeacon). — The Witness of 
History to Christ. Being the Hulsean 
Lectures for 1870. 7th Edit. Cr. 8vo. 5^. 
Sekkkrs after God. The Lives of 

SeFIIECA, PllMCTKTUS, AND M ARCUS AURE- 
Lius. i2th Edition. Crown 8vo. 

The Silence and Voices of (ion. Uni- 
versity and other Sermons. 7th Ed. Cr. 8vo. 6j. 

In the Days of thy Youth. Sermons 

on Practical Subjects, {^reached at Marl- 
borough College. 9th Edition. Cr. 8vo. 9.^. 

Eternai. Hope. Five Sermons, preached 

in Westminster Abbey. 28th Thousand. 
Crown 8vo. 6 a-. 

Saintly Workers. Five I.enten Lec- 
tures, delivered at St. Andrew’s, Holbom. 
3rd Edition. Crown 8vo. 6s. 

Ephphatha : or, The Amelioration 

OK the World. Sermons preached at West- 
minster Abbey. Crown 8vo. 6s. 

Mercy and Judgment. A few X.Ast 

Words on Christian E.schatolog^'. 2nd Ed. 
Crown 8vo. ioa*. f«/. 

I'me Messages of thk Book.s. Being 

Discourses and Notes on the Books of the 
New Testament. 8vo. x4a*. ■ 

Sermons and Addke.'.ses delivered in 

America. Crown 8vo. 7.V. 6</. 

'J'uw History of Interpretation. 

Being the Bampton Lectuies, 1885. 8v(j. i6a'. 
FARRh^N (Robert).- - The Gkanta and thk 
Cam, from Byron's Pool to Klv. Thirty- 
six Etchings. I^arge Imperial, cloth gilt. » 
A few Copies, Proofs, Large I'aper, of 
which but 50 were printed, half morocco. 
CAMBRIDtiE and ITS NEIGHBOURHOOD. 

A Series of Etchings. With an Introduction 
by John Willis Clark, M.A. Imp. 4to. 

.A Rounj^ of Melodies. A Scries of 

Etched De.signs. Oblong folio, half morocco. 

' 1 'hk Bird.s of Aristophanes. 13j.net. 

Proofs. 

The Batpi.k Ground of the Eights. 

The Thames, rup: Isis, and the Cam. 
Oblong 410, cloth. 

Cathedrai. Cr riKs : Ely and Norwich, 

With 1 ntroduction by E. A. F k ekm an, D.C. L. 
Col. 4to. 

Proofs on Japane.se paper. 

Peterborough. With the Abbeys 

OF Crowland and Thorney. With Intro- 
duction by Edmund Venables, M.A. Col. 
4to. 2/. 2S. net. Proofs, folio, 5/. 5s. net. 
The Edition is limited to 125 Small Paper 
and 45 I.arge. 

The Eumenides of ^E-schylus. As per- 
formed by Members of the University at the 
Theatre Royal, Cambridge. Oblong 410. 
Small .size, los. 6d. net. Large size, India 
Proofs, 21 j. net. On Whatman paper, 27J. net. 

The Oedipus Tyrannu.s of ,Sophocle.s. 

As performed alii Cambridge. Oblong 4to. 
Prints, lor. 6 d. net. Prixifs, aw. net. 
FASNACHT (G. Eugene).--THE Organic 
Method of Studying Languages. 
I. French. Extra fcp. 8vo. 3^. 6ii. 

A Synthetic French Grammar for 

Schools. Crown 8vo. sr. 6d. 


FAW®KTT (Rt. Hon. Hemy). — Manual of 
Political Economy. 7th Edition, revised. 
Crown 8 VO. 1 2s. 

An Explanatory Digest of PriJfessor 

Fawcett’s Manuai. of Political Econ- 
omy. By Cyril A. Waters. t>. 8vo. 2s,6d, 

Speeches on some C’urken i- Political 

Questions. 8vo. ioj. 6d . 

Frf:k Trade and PKr)TE4;TiON. 9th 

Edition. Crown 8vo. 3J. 6d. 

TAWCFTT (Mrs. H.). — Political Econ- 

1>MY for BfGINNERs. WITH QUESTIONS?, 
7th Edition. i8mo. 2s. 6tL 

■ — - .Some Eminent Women ok Our Times. 
Short Pdographical Sketches. Cr. 8vo. 2s. 6d. 

FAWCK r r (Rt. Hon. Henry and Mrs. H.). — 
Essays and Lectures on Political and 
Social Subjects, 8vo. loy. 6d. 

FAY (Amy.). -Mu.sic-Study in Germany. 
With a Preface by Sir George Grove, 
D.C. f>. Crown 8 VO. ^s.6d. 

FEARNLTCY (W.).— A Manual of Elemkn- 
TAKv P ractical Histology. Cr.Svo. ys.td. 

FEARON (I). R.). — School Inspection. 

6th Edition. Crown 8vo. zs. 6d. 

FERRKL (Prof. W.).-- A Popular Treatise 
on thf: Winds. 8vo. iSj. 

FERRERS (Rev. N. M.).~A Treatise on 
Tkiljnf.ak Co-ordinates, the Method 
of Reciprocal Polars, and the Theory 
OF Projkciions. 3rcl Ed. Cr.Svo. 6s. 6d. 

.Spherical Harmonics and Subjects 

connected WITH THEM. CrOWll 8v0. 7J. 6<f. 

FIKLDINfi. By Austin Dobson. Crown 
8vo. T.G (W. ; sewed, w. 

FlNt.'K. (Henry 'I'.). Romantic Love and 
Plk.sonal Beauty. 2 voLs. Cr. 8vo. i8f. 

FIRST LESSONS IN BUSINESS MAT- 
'J'ERS. By a Bankp:k’s Daughter, and 
Edition. iSmo. is. 

FISHF2R (Rev. Osmond). — P hysic* of the 
Earth’s Crust. 2nd Edition. 8v»>. J2s, 

FISKE (John).-- O utlines of Cosmtc Philo- 
sophy, based ON the Doctrine of Evolu- 
tion. 2 VoJs. 8 V 0 . 2 SJ. 

Darwinism, and other Essays. Crown 

8 vo. ys. 6d. 

Man’s Destiny Viewed in the Light 

OF HIS Okuhn. Crown Svo. 3J. 6d. 

American Political Ideas Viewed 

FROM the Stand-point ok Universal 
History. Crown Svo. 4.?. 

The Critical Period in American 

History, 1783 — 89. E.x. Cr. Svo. lof. 6d. 

The Be(*innings of New England; 

OR, The Puritan 'Theockacy in its Re- 
lations to Civil, and Religious Liberty. 
Crown 8vo. ys. 6d. 

FISON (L.) and HOWITT (.\. W.).— Kami- 
LAROi and Kurnai Group. Group-Mar- 
riage and Relationship and Marriage by 
Elopement, drawn chiefly from the usage of 
the Australian Aborigines, also the Kumai 
Tribe, their Customs in Peace and War. 
With an Introduction by Lewis H. Morgan, 
LL.D. Svo. ijr. 



MACMILLAN AND CO.’S 


i6 


FITZGERALD (Edward): Letterq and 
Literary Remains tJF. Ed. by W. Aldis 
Wright, M. A. j vols. Crown 8vo. 3W. 6#/. 

Fitz GERALD (Caroline).— Venetia Vic- 
TRix, AND OTHER Poems. Ex. fcp.Svo. ^.6d. 

FLEAY (Rev. F. fJ.). — A .Shakespeare 
Manual. Extra fcp*. 8vo. ^.6ei. 

FLEISCHER (Dr. Emil), — A .System of 
Volumetric Analysis. Translated by M. 
M. Pattison Muir, F.R.S.E. Cr.8vo. 7.r.6//. 
FLEMING (George). ~A Nile Novel. G 1 . 

8vO. 2J. 

Mirage. A Novel. CJlobe 8vo. 2j. 

The Head of Medusa, (dobe 8vo. zs. 

Vestigia. Globe 8vo. zs. 

FLITTERS, TATTERS, AND THE 
COUNSELLOR; Weeds; and other 
Sketches. IJy the Author of “Hogan, 
M.P.” Globe Svo. zs. 

FLORIAN’S FABT.ES. Selected and Edited 
by Rev. Charles Ykld, M.A. Illustrated. 
Globe Svo. IS. 6(f. 

^Primary French and Cemian Readers. 

FLOWER (Prof- W, H.). —An Introduction 
to the Osteoloc.y of the Mammalia. 
With nuinerou.s Illustrations. 3rd Edition, 
revised with the assistance of Hans Gadow, 
Ph.D., M.A. Crown Svo. 6i/. 

FLUCKIGER (F. A.) and HANBURY (D.). 
— Pharmaco(,ratmiia. A History of the 
principal Drug.s of Vegetable Origin met 
with in Great Britain .and India, and Edition, 
revised. Svo. 21.L 

FO’C’SLE YARNS, including “ Betsy Lee,” 
and other Poems. Crown Svo. 7.1. td. 
FORBES (Archibald).- -Souvenirs of some 
Continents. Crown Svo. 6.y. 

Sir Henry Havelock, With Portrait. 

Crown Svo. zs. 6d. 

FORBES (Edward): Memoir of. By 
George Wii.son, M.D., and Archibald 
Geikie, F.R.S., &c. Demy Svo. 14.T. 

FORBES (Rev. Granville). — The Voice of 
God in the Psalms. Crown Svo. 6s. 6d. 

FORBES (George). — TheTransi roF Venus. 
Crown Svo. 3J. 6 d. [Nature Series. 

FORSYTH (A. R.).— A Treatise of Dif- 
ferential Equations. Demy Svo. J4jr. 

FOSTER (Prof. Michael). — A Text-Book of 
Physiology. With lliustration.s. 5th Ed. 

3 Parts. Part I., comprising Book I. Blood — 
The Tissues of Movement, the Vascular Me- 
chanism. Svo. tor. 6</. ~ Part II., com- 
prising Book 11 . The Tissues of Chemi- 
cal Action, with their Respective Mechan- 
isms — Nutrition, lor. 6d. « 

4th Edition. Part HI., comprising Book 
III. The Central Nervous System and its In- 
straments. Book IV. The Tissues and Mech- 
anisms of Reproduction. Svo. ^s, 6d. 

Primer OF Physiology. i8mo. u . 

FOSTER (Prof- Michael) and BALFOUR 
(F, M.) (the late), — The Elements of Em- 
bryology. Edited by Adam Sedgwick, 
M-A., and Walter Heaps. Illustrated. ^ 
£d., revised and enlarged. Cr. Svo. lor. 6d, 


FOSTER (Michael) and LANGLEY (J. 

— ^A Course of Elementary Practi 
Physiology and Histology. 6th Edit 
enlarged. Crown Svo. js, 6d. 
FOTHERGILL (Dr. J. Milner).- The Pp 
titioner’s Handbook of Tkkatme: 
or, The Principles of THfc:RAPEUT 
3rd Edition, enlarged. Svo. i6jr. 

The Antagonism of Therapeu 

Agents, and what it Tkaches. Cr.Svo. 

Food for the Invalid, the Conval 

CENT, the Dyspeptic, and the Gou 
2nd Edition. Crown Svo. 3.9. 6d. 

FOWLE (Rev. T. W.).— The Poor La 
C r. Svo. 3J. 6d. [English Citizen Sen 

A New" Analoi;y between Reveal 

Religion and the Course and Cons' 
TUTioN OF Nature. Crown Svo. 6j. 

FOWLER (Rev. Thomas).— -Locke. Cro' 
Svo. \s. 6d. ; .sewed, is. 

Progressive Morality: An Essay 

Ethics. Crown Svo. 5J. 

FOWLER (W. W.). -Tales of the Bird 
Illustrated. Crown Svo. 3.?. 6d. 

— A Year with the Birds. Illustrate* 
Crown Svo. 3J. 6d. 

FOX (Dr. Wilson).- On ■ i'he Artificia 
Production of Tubercle in the Lowe 
AnimaLvS. With Plates. 4to. 5s. 6d. 

On the 'rKKATMEN’r OF H VI'ERPYREXIA 

as Illustrated in Acute Articula 
R llKJUMATlSM BV .means OK THE EX'TKRNA: 

.Application ok C*>ld. Svo. 2^-. 6d. 

FRAMJI (Dosabhai). —History of thi 
Parsis : including their Manni^rs, Cus 
toms, Rklkhon, and Presen t Position^ 
With Illustrations. 2 vols. Med. Svo. 365^ 

FRANKLAND (Prof. Percy).- -A Handbook 
OF Agricultukal Chemical Analysis. 
Founded upon “Leitfaden fiirdie Agricultur- 
Chemische Analyse,” von Dr. F. Krockkr. 
Crown Svo. ys. 6d. 

FRA.SER - HUGHES. — James Eraser, 
Second Bishop of Manchksi>;r : A Me- 
moir. By T. Hughes. Crown Svo. 6s. 

FRASER-TYTLKR. — Songs in Minor 
Keys. By C. C. Fkaskr-Tv'PLEr (Mrs. 
Edward Ihddell). 2nd Ed. iSmo. 6j. 

FRASER. — Sermons. By the Right Rev. 

i AMp:.s Fraser, D. D., Second Bishop of 
fanchester. Edited by Rev. John W. 
Digglk. 2 vols. Crown Svo. 6jr. each. 
FRAZER (J. G.).— The (xoldkn Bough : A 
Study in Comparative Religion. 2 vols. Svo. 
FRATERNITY : A Romance. 2 vols. Cr. 
Svo. 2JJ. 

FREDERICK (Mrs.).— Hints to Hou.sb- 
WiVES ON Several Points, particularly 
ON THE Preparation of Economical and 
Tasteful Dishes. Crown Svo. \s. 
FREEMAN (Prof. E. A. History of the 
Cathedral Church of Wells. Crown 
8vo. 3r. 6d. 

Old English History. With 5 Col. 

Maps. 9th Ed., revised. Ext. fcp. Svo. 6s. 

Historical Essays. First Series. 4th 

Edition. Svo. los. 6d. 
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FREEMAN (Prof. E. A.). — Hjstokicai. 
Essays. Second Series. 3rd Edition. With 
Additional Essays. 8vo. lar. 6 ti. 

Third Series. 8vb. laj. 

liNE Growth ok the English Consti- 
tution KROM J-HK KarLIKST f.^h 

Edition. Crown 8vo. 

Gkneral Srktch of European His- 
tory. With Maps, i8mo. 3.V. dd. 

Europe. i8mo. i.v. [Litetafnre Printer-" 

CoMPARATiVK P« )LiTICS. Lectures at the 

Royal Institution. 'I'o which is added “The 
Unity of Histor^s” 8v'o. 14.V. 

Historical and Archite:ctukal 

Sketches: Ciiikkly Italian. llUi.stiated 
by the Author. Crown 8vo. lus. M. 

SunjIiCr AND NpUGHUOUR I.ANi>S 'iE 

Venice;. Illustrated. Crown Svo. iw.\. nd. 

Jlnglish Towns and Uistkict*.. A 

Series of Addresses and Essays. Svo. 14.V. 

The Oe'fice ok the: Historical Pro- 

KELSsoH. Inaugural Lecture at C)xford. Cr. 
8vO. 2J. 

DlSliSTAPLlSHMlCNT AM) DlsE.N l) 0 \\ - 

me;nt. What are they? 4th Kd. Cr.8vo. is. 
Cirkate:k (iRLEci: and (iRKATi k Bri- 
tain: GE'.ORGE WASIlINtr CoN tme, F.x- 
PANDKK OF ICn<,land. With an Appendix 
on Impe:rial FE:i)i.,RA'rio.s. C'r. o\o. 

The Mi'/nioDs (>i< Historical Study. 

Eight Lectures at()xford. Svo. tuf. 
'The; Cmifk Pkriods ok Eurove:\\ His- 
tory. Six* T.eotures read in tlie (I Diversity 
of Oxford, with an Essay on Cki lk ('i'riE:s 
UNDER Roman Rule. Svo. 

Four Oxford Lex; tu ke;s, 13S7. Imety 

Years ok Europe;an History Teutonic: 
CoN'(>uirsT in (Lvul AND Britain, ^'vo. s-J’- 

Wii.i.iA.M the: Con<.)Ue.ror. Crown Svo. 

2J. 6 (/. yi'mchie English Statesnten. 

LKJ-.NCH C'OUKSK, p. 37. 

FRENCH KKADINCiS FBOM ROMAN 
HT.STOR.Y. Selected from various Authors. 
With Notes by C. CoLUKCK. iSino. 
FRIEDMANN (Paul).- Anne B-levn. A 
Chapter of English History, 15,27-- 30. 2 

vols. Svo. 28.V. 

FROST (Percival). An Elementakv ’Pke.^- 
n isE ON (Tirve Tr.acing. 8vi-. i .w. 

The: First 1 'hre:k Seictio.ns ok New- 
ton’s Princ-ipia. 3rd F.dition. B\o. 125. 

Solid Ctkometry. 3rd Edition. Svo. i6jr. 

Hints for the; .Solution or- I'kot.i e.ms 

IN the; L'ihrd Edition ok Stnxt) Geome- 

try. 8 VO. 8a'. 6 d . 

FROUDK (J. a.).— Bunyan. Crown 8vo. 
IS. 6(/. ; sewed, u. 

FURNIVALL (F. T.). — Le Morte Ak tuck. 
Edited from the Harleian MS- 2252, in the 
British Museum. J’^cp. Svo. 7 s. 6 d. 
FYFFE (C. A.). — Grbeck. i8mo. is. 
GAIRDNER (Jas.).— Hknrv VI I. Crown 
Svo. 2.7. 6d. 

GALTON (Franci.s). Meteiorogk a r h ic a ; 

OR, Methods of Mapping the Weather. 

4to. gs. 


GAl/HON (F.).-'-Engi isH Me.v ok Science : 

T he; I R Nature; .vnd N urture. 8vo. 8 s. 6r/. 
— - lNguiKiE:s INTO Human Faculty and 
its De:ve:lopmknt. Svo. 16^. • 

— Rkcokd ok Famh.y riE:s. Con- 

.sisting of 'rabular 1 ' orms and Directions for 
Entering Data. 410. 2jr. 6 d. 

— Like History Alkum : Being a Personal 
Note-book, combining the chiei^advantages 
of a Diarv Photograph Album, Register of 
Heiglit, Weight, and oilier Aiithroponietrical 
Ob.'.ervatious, and a Record of Jllnessrs. 
4to. 3jf, 6</. -Or, wit)' Cards of Wools for 
Testing Colour Vision. 4.V. 6 (/. 

Natural Inhhrita.nce. Svo. gj. 

CAM CEE (Prof. .Arthur). A Tkvt-hodk ok 
the: Phymoi ot.icAi. Cmk-mistky ok the; 
Anim.al Bo[)\, including an account of the 
<-hemical ('hanges occurring in Disease. 
Vol. I Aled. Cvo. t8.v. | / '»»/. //. /// thr /*n‘ss. 
<;AN«;U 1 LLF/I' (E.)and KU'l rKR(W. R.). 
A Ck.nicral Formula for i iU': Uniform 
Flow oe Wate;k i.n Rivers and other 
< -ii V .’sj;l'-, I ranslatcil by Rudolph He:king 
and John (^ rKAL TW i.ne:, Jun. Svo. i7r. 
CARDNliR (I*ercy). .Samos and Samian 
Coins. An Essay. Svo. 7.1. 6 d. 

( CVRN I' P'r (R.). loir.i.s AM) Epu.kams. 
Chi -lly iVoin iht; Creek Anthology. Fcp. 
8 VO. .'s. dd. 

fiASKOIN (Mrs, Herman). - Childhicn’s 
'I'RLAS t. KV'M Biple.S 1 < >i;ie;.s, iSmo. LV.eacll. 

- J’art !. Olti T'estaineni ; II. New 'I esta- 
ineiit ; 111 . rhree Apusties. 

C.EDDI'-S (Prof. William D.).— The; Pkohle;m 
OE i HE, HoMr Ru: Poi';.\is. Svo. 14.V. 

— -- Fi<T»..tii (iKv.ci 1 )ore;ales, sive; An- 

(iu.P.cA Aai'.RDoSLN.SIS ('ON- 
Tl. • : i Cl 1 ILLMUS 1 >. Cl£lD»Es. (.>. bvo. f).V. 

1 he; PiiAi'Jix) OK Plato. F.ditetl with 

IntiodiK lion and Note.s. 2nd Ixl. Bvo. Bjr. 6 tf. 

(lElKIF < )ri hibald). Primer oe 1»hysical 
( iPAH.K -\T»i\ . With Ilhisirations. iSir.o. i.v. 

PkI.I E R OE CliOl.OGV. Illust. iBino. is. 

El J'WLN 1 ARY Le.S'^O.NS in PmY.SICAL 

1 1 E.o< ; R A i • H V . Willi 111 u strati on s . Fc p. Svo. 
4 A. 6t/.- -tjLKSTfONs OS the; savk. i.v. dd. 
— Outlines ok Fhclu (iicoLOfiv, With 
numerous Illustrations. Crown Bvo. 3.V. (v/. 

— TKXT-r.ooL or < iKoi.Of.v. Illustrated, 
end Edition. 7th Fhousand. IVlcd. Bvo. aSf. 

Class-hook ok CIeology. With upwards 

of 20CJ New Illustrations. Cr. Svo. icts. 6 d, 

— Geological Sketches at Home and 
A iJRfiAD, With Illustrations. 8vo. icvs. 6 d. 

The Scl.nery ok Sc'otl,\mi. Viewed in 

connection wirti its Physical < ieology. and 
EtUtion. Crown Bvo. 12^. 6 d. 

'I'he: Teaching or (Ie:ogr.m hy. A Prac- 
tical Handbook for the use of Teachers. 
Globe Svo. 2;?. 

Ge:oc:raphy ok the British Isles. 

iSmo. IS. 

GEOMETRY, Syi.lahus of Plane. Corre- 
sponding^ to Euclid 1 ." VI. Prepared by the 
Association for the Improvement of Geo- 
metrical Teaching, glh Ed. Cr. Svo. i.r- 





MACMILLAN AND CO.’S 


GIBBON. By J, C. Mokison. Crovn 8vo. 
IS. 6if. ; sewed, is. 

GILMAN (N. P.). — Pkokit-Sharino hk- 
TWKH-N Kmploykr ano Emfi.ov 6. A 
Study in the Evolution of the Wages System. 
Crown 8vo. “is. 6d. 

GILMORE (Rev. lohn). —Storm Warkiohs ; 
OR, Lifehoat vVoric on the Gooowin 
Sanws. Crown 8vo. 3i-. bd. 

GLAD.STOfNE (Rt. Hon. W. i..).— Homeric 
Synchronism. An Inquiry into the Time 
and Place of Homer. Crown 8vo. 6s. 

Primer ok Ho.mkr. i8mo. is. 

GLAIXSTONE (J. H.). -S«*eli.ing Rkf<.km 

FROM AN EoUC.\T 10NAL PoiNT OF VlEU. 
3rd Edition. Crown 8vo. i^. 6tL 
GLADSTONE (J. H.) and TRIBE (A.).— 
The Chemistry of the .Secont>arv Bat- 
teries OF PlantiS and Fauke. Crown 
8 VO. 2S. 6i/. 

GLAISTKR (Elizabeth). — Needlework. 
Crown 8v(i. 2s. 6d. 

GLOBE EDITIONS. Gl. 8vo. ji. 6^/. each. 
The Comfleik Works of William 
Shakesi'Eark h^dited by W. G. Clark 
and W, Ai.dis Wrudit. 

Morte d’Arthvr. Sir Thomas Malory’s 
Book of King Arthur and of his Noble 
Knights of the Round Table. The Edition 
of Caxton, revised for modern use. By Sir 
E. Str.\chf.y, Bart. 

The Pt)Eric\L Work.-* of Sir Walter 
.S coj r. With Essay by Prof. Palokave. 
The PoEi'iCAL Works a.nd Letters of 
R otiERr Bl kns. Edited, with Life and 
Glossarial Index, by Alexander Smith. 
The Adventures of Rohinson Crusoe. 

With Introduction by Henry Kin«;sley. 
GoLDSMirn's Miscellaneous Works. 

Edited by Prof. M.^ssun. 

Pofe’s* Poetical Works. Edited, with 
Memoir and Notes, by Prof. Wakt». 
Sfensek’s Com RLE te Works. Edited by 
R. Morris. Memoir by J. W. Hales. 
Dkyden’s PoKTic.M. Works. A revised 
Text and Notes. By W. D. Christie. 
Cowfkr’s Por. riCAL Works, Edited by the 
Rev. W'. Benham, B.D. 

Virgil’s Works. Rendered into English 
by James Lonsdale and S. Lee. 
Horace’s Works. Rendered into English 
by James Lonsdale and S. Lee. 
MiLTt)N's Poei ical Works. Indited, with 
Introduction, &c., by Prof. Masson. 
GLOBE READERS, The. -A New Series 
of Reading Books for Standards I.— VI. 
Selected, arranged, and Edited by A. F. 
Murison, sometime English Master at Aber- 
deen Cirammar School. With Original Illus- 
trations. Globe 8vo. 

Primer I (4S pp.) 3d. 

!Primer 11. ... (48 pp.) 3d. 

Book I (96 pp.) 6d, 

Book 11 (t3<5pp.) od. 

Hook 111 (23a pp.) w. 3^. 

Book IV .. (328 pp.) If. 9</, 

BookV (4i6pt.)2^. 

Book VI (448 pp.) 2j, 


GLOBE READERS, The Shorter. - 
New Series of Reading Books for Standi 
I.— VI. Edited by A. F. Murison. Gl. t 

Primer I ^48 pp.) 

Primer II. (48 pp.) 

Standard I (92 pp.) ’ 

Standard II fi24 pp. 1 

Standard III (178 pp.) if. 

Standard IV (182 pp.) is. 

Standard V. (216 pp.) is. 

Standard VI (228 pp.) is. 

This Scries has been abridged from : 
“Globe Readers” to meet the dema 
for smaller reading books. 

GLOBE READ 1 N(;S FROM STANDAF 
AUTHORS. Globe 8vo. 

Cowper's Task : An Epistle to Joseph H; 
Esq. ; Tirocinium, or a Review of t 
Schools ; and the History of John Gi 
pin. Edited, with Notes, by Rev. Willi a 
Benham, B.D. is. 

Goldsmith’s Vicar of Wakefield. Wi 
a Memoir of Goldsmith by Prof. M asson. i 
Lamh’s (Charles) Tales from Shai 
speark. Edited, with Preface, by Re' 
Alfred Aingkr, M.A. 2^. 

Scott’s (Sir Walter) Lay of the Las 
Minstrel; and the I.ady of the Lakf 
Edited by Prof. F. Palgkave. is. 
Makmion ; and 'J'he Lord of the Isles 
By the same Editor, i.v. 

The Children’s (iAKLAND from the Be.s' 
Poets. Selected and arranged by Coven 
TRY Patmore. 2s. 

A Hook of Golden Deeds of all Timej- 
AND ALL Countries. Gathered and nar 
rated anew' by Char lo ttk M . Y onge. as. 
GODFRAY (Hugh). — An Ei.e.mentarv 
Treatise on Lunar Theory. 2nd Edition. 
Crown 8vo. 5s. 6d. 

A Treatise on Astronomy, for the 

USE OK CoLLKitES AND Schools. 8vo. 12s. 6d. 
GOETHE— CARLYLE. —Correspondence 
uetwkkn (ioETHE AND Carlylk. Edited 
by C. E. Norton. Crown 8vo. 9J. 
GOETHE’S LIFE. Bv Prof. Heinrich 
I) i:NTZER. Translated by T. W. Lystek. 
2 vols. Crown 8vo. 21s. 

GO KT H E.— F a ust. T ranslated into EngUshi 
Verse by John Stuart Hlackik. 2nd 
Edition. CTrown 8vo. 9jr. 

Part I. ICdited, with Introduction) 

and Notes ; followed by an Appendix on 
Part IL, by Jane Lee. iSiiio. 4^*. 6<f. 
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Thirteen Satires. Edited, for the 1 

of Schools, with Notes, Introduction, £ 
Appendices, by E. ti. Hardy, M.A. F 
8vo. ^s. 

.Select Satires. Edited by Prof. Jo 

E. B. Mayor. Satires X. and XI. 3Jr. 6d 
Satire.s XII. and XVJ. Fcp. 8vo. 4s. 6d 

Thirteen Satires. Translated i 

English after the Text of J. E. B. Mai 
by Alex. Lekper, M .A. Cr. 8vo. ^s. 6 

KANT. — Kant’s Critical Philosophy i 
English Readf.rs. By John P. Mahaf 
D.D., and John H. Bernard, B.D. N 
Edition. 2 vols. Crown 8vo. Vol. I. 1 
Kritik ok Pure Rka.son Explained a 
Defended, ys. 6d.- VoL II. The “ P 
LEiiOMENA.” Translated, with Notes i 
Appendices. 6s. 

KANT -MAX MULLER. Critique 
Pure Reason by Immanuel Kant. Trs 
lated by F. Max MCllkr. With In 
duction by Ludwu.; Noir6. 2 vols. i 
x6s. each. — Sold separately. Vol. 1 . I- 
torical Intkoduc riox, by Ludwig Noi 
etc., etc.; Vol. II. Critique of P: 
Reason. 

KAY (Rev, W.). — A Commentary on 
Paul’sTwo Epistles tothkCorinthi/ 
(ireek Text, with Commentary. 8vo, 9 

KEARY (Annie). ~J anet’s Home. 

8 VO. 2S. 

Clemency Fkankly.n. (Uobe 8vo. 

Oldbury. Cilobe 8vo. 2s. 

A York and a I.ancastkr Rose. Gl 

8 VO. 2S. 

Castle Daly : The .Story of an Ii 

Home Thirty Years Ago. Cr. 8vo. 3f 

A Doubting Heart. Crown 8vo. 

Nations Around. Crown 8vo. 4jf. 

KEARY (Eliza).— The Magic Valley; 
Patient Antoikk. With Illustration 
“E.V.B.” Globe 8vo. 4s. 6d. 

KEARY (A. and E.). — The Heroes 
Asgakd. Talcs from Scandinavian 
thology. (ilobe 8vo. 2#. 6d. 

KEATS.- -The Poetical Works or J 
Keats. With Notes, by Prof. Palgr. 
i8mo. 4.T. 6tf. 

KEATS. By Sidney Colvin. Crown 
IS. 6d. ; sewed, xs. 

KELLAND (P.) and TATI' (P. G.).— In 
duction TO Quaternions, with numri 
Examples. 2nd Edition. Cr. 8vo. ys 

KELLOGG (Rev. S. H.).— The Light 
Asia and the Light of r ur. World. 
8vo. 7jr. 6d. 

KEMPK(A. B.J— How to Draw a .Stra: 
Line. A Lecture on I.inkages. Cr. 8vo. i 

KENNEDY (Prof. Alex. W. B.J. — 
Mechanics of Machinery. With ! 
trations. Crown 8vo- t2s. 6d. 
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KERNEL AND THE HUSK (THE); Let- 

TEKS OX Sl'IRITUAU CHRiaTIAXlTY. By the 
Author of “ Philochristus." Crown 8vo. 5.V. 

KEY'NES(J. N.). -SruDiKa axd Exercises 
IN ♦'ormal Logic, and Edition. Crown 
8vo. io4\ (uf. 

KIKPE)RT <H.). — Manuai. of Axcient 
Geography. Crown 8vo. jr. 

KILLEN (W. D.). — Ecclesiasticai. His- 
tory OK Irki-anij, from the Eari.iest 
Date to the Present '['imk. a voE. 
8\'o. 25J. 

KINGSLEY (Charles). — Novei-sand Poems. 
ExfersUy Edition. 13 vols. Gl. 8vo- sjt. each. 
Wkstwaro Ho ! 2 voLs. — Two Years Acr). 
2 vols,'-- Hypatia, 2 volt.. — Yeast. i 
vol. — Ai.TfiN Lockk. 2 vols. — Hkrkward 
THE Wake. 2 vols. — Poems. 2 voL. 

CompleU Edition ok the Works ok 

Charles Kingsley. Cr. 8vo. 3s. M. each. 
Westward Ho ! With a Portrait. 
Hypatia. 

Yeast. 

Alton Locke. 

Tuo Years Ago. 

Herewar'd the Wake. 

Poems. 

The Heroes; or, Grei.k' Fairy Tai.ks 
for my Children. 

The Water Babip:s : a Fairy Tale for a 

Lanu-Baby. 

Madam How' and Lady Why; ok, First 
Lessons in PiAKTH-LoKK for Children. 
At La.st : a Christmas in the West 
Indies. 

Prose Idylls. 

Plays and Puritans. 

'Phe Roman and 'i hk Teuton. With Pre- 
face by Professor Max Muller. 
Sanitary and Social Lec i urks. 
Historical Lectures and I^.ssays. 
Scientific Lectures and Essays. 
Literary and Gk.xekal Lectures, 

The Hermits. 

Glaucus ; OR, Thk Wonders of the Sea- 
Shore. With Coloured 1 llu.strations. 
Village andTown and Cou ntky Sermons. 
Sermons on National Subjects, and the 
King of the Earth. 

Sermons for the Times. 

Good News of God. 

The Gospel of the Pentateuch, and 
David. 

The Water ok Life, and other Sermons. 
Discipline, and other Se:rm()ns. 
Westminster^ermons. 

—— A Sixpenny Edition «>f Charles 
Kingsley’s Novel.s. Med. 8vo. 6r/. each. 
Westward Ho ! — Hypatia, — Yeast. — 
Alton Locke. — Two Years Ago. — 
Hereward the Wakp:. 


KINGSLILY (Charles).— TheWater Babies : 
A Fairy Tale for a Land Hamv. New 
Edition, with a Hundred New Pictures by 
Linley Savibourne: ; engraved by J. 
Swain. Fcp. 410. laj. td. • 

— Hf:m-th and Education. Cr. 8vo. 6.?. 

Poems. J*ocket Kdition. iPmo, \s. td. 

Selections from some ok the Wri- 
tings OK Charles Kingsley. Cr. Bvo. 6j. 

Out of the Deep : WoRt.'ks for the 

Sorrowful. From the Wriiingsof Charles 
Kin(.’ LEV. Extra fcp Bvo. 3^*. 6#/. 

— Daily Thouu.hts. Selected from the 
Writings of Charles Kin(;slhv. By His 
WiKK. Crown 8vo. 6a*. 

The Heri^ks ; or, (tkkkk Fairy Tales 

KOR MY Children. Extra cloth, gilt edges. 
Presentation Edition. C’niwn 8vo. ^s. 6rf. 

tiLAUCus ; OK, Thic Wonders of the 

Sea Shore. With Coloured Illustrations, 
extra cloth, gilt edges. Presentation Edition. 
Crown 8vo. 7.r. bd. 

From Death to Like. Fragments of 

Teaching to a Village C!ongregation. 
With Letters on the “Life after Dftath." 
Edited by His Wife. Fcp. 8vo. xts.bd. 

Charles KiNr;sLEv ; His Letters, and 

Memories of his Like. Kd. by His Wife. 
2 vols. <.>11. Bvo. 13 .V. — Cheap Edition^ 6s. 

■ - All Saints’ Day, and other Ser- 
mons. Crown 8 VO. 7.L 6d, 

True Words for Brave Men. Crown 

Evo. vs. bd. 

KIN<;SLKY (Henry). — Tales of Old 
Tkavki.. Crown 8vo. sj. 

KITCHKNF.R (F. K.). — Geometrical 

Note-Bdou. Containing Easy Problems in 
tvcoinetiicral Drawing, preparatory to the 
Studj- of (ieoinctry. 4I0. ajf. 

KjJCIN (Dr. E.). — Micko-Ori.amsms and 
Disease. An Introduction into the Study 
of .Specific Micro-Organisms. With lai En- 
gravings. 3rd Edition. Crown Bvo. 6s. 

'JiiE Bacieria in Asiatic C’holera 

Crown 8vo. 5a'. 

KNOX (A.). — Differential Calcci us for 
Beginners. Fcp. Bvo. 3^. 6 tf . 

KTKSIAS. The Fragments of the Ver- 
siKA t)K Ktesias. Edited, with Introduction 
and Notes, by J. CiiLMORK, M.A. 8vo. Bs.6d. 

KUENEN.' "An Hlstorico-Ckitical In- 
quiry INTO the Origin and Composition 
OF THE HeXATKUCH (PeNTATEUCH AND 

Book of Joshua). By Prof. A^ Kuenkn, 
Leiden. Translated by Philip H. Wick- 
steed, M.A. 8vo. 141'. 

KYNASTON (Herbert, D.D,). — Sermons 
PREACHED* N THK CoLLEGE ChAPEL, ChKI.- 
tenham. Crown 8vo. 6s. 

Pro<;rp:ssive Exercises in 'tuE Com- 
position OF (rKEEK Iamiuc Vekspl Extra 
fcp. Bvo. 5f. 

Key (supplied to Teachers only). 6d. 

Kxemplaria Cheltoniensia. Sivc qiiae 

discipulis suis Carmina identidein Latine 
reddenda proposuit ipse reddidit ex cathedra 
dictavit Herbert Kynaston, M.A. Extra 
fcp. 8vo. 5.V. 
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LABI 3 ERTON (R. H.).— Nkw His-ybRiCAi. 
Atlas AND General History. 410. 155. 

LAFARGUF. (Philip). — The New Judgment 
OF P^Ris : A Novel. 2 vols. Gl. 8vo. 12s. 

LA FONTAINE’S FABLES. A Selection, 
with Introduction, Notes, and Vocabulary, 
by L. M. Mori ARTY, B.A. Illustrations by 
Ranixu.ph Caldecott. Globe 8vo. 2s.6ii. 

LAMB. — Collected Works. Edited, with 
Introduction and Notes, by the Rev. Alfred 
Aingek, M.A. lilobe 8vo. 5s . each volume. 
I. E.ssays ok Elia. — II. Plays, Poems, 
and Miscellaneous Essays. — HI. Mrs. 
Leicester’s School; The Adventures 
OK Ulysses : and other Essays. — IV. 
Tales from Shakesi*eare.~V. and VI. 
Letters. Newly arranged, with additions. 

The Life ok Charles Lamm. By Rev. 

Alfred Ainger, M.A. Uniform with above. 
Globe 8vo. 5J. 

Tales fro.m Shakskeark. rSmo. 4s. 6d. 
Globe Reading's Edition. For Schools. 

Globe 8vo. 2f. 

LAMB. By Rev. Alfred Ainger, M.A. 
Crown 8vo. xs. 6d. ; sewed, if. 

LANCIANI(Prof.R-)— Ancient Romein THE 
I.uiHT OF Recent Discoverie.s. 4to. 24f. 

LAND OF DARKNESS (THE). Along 
with some further Chapters in the Expe> 
riences of The Little Pilgrim. By the Author 
of “ A Little Pilgrim in the Unseen.” Crown 
Svo*. 5f, 

LANDAUER O*) — Blowpipe Analysis. 
Authorised ?Znglish Edition by James Tay- 
lor and Wm. E. Kay. Ext. fcp. Svo. 4s. 6d, 

LANDOR. — Selections from the Wri- 
tings OF Walter Savage Landor. Ar- 
ranged and Edited by Sidney Colvin. 
x8mo. 4s. 

LANDOR. By Sidney Colvin. Crown Svo, 
If. 6d . ; sewed, if. 

LANE-POOLE. — Selections from the 
Speechks and Taklk-Talk of Moham- 
mad. By S. Lane-Poole. iSmo. 4^“. dd. 

LANG (Andrew). — The Library. With a 
Chapter on Modern Illustrated Books, by 
Austin Dobson. Crown Svo. js. 6d. 

LANKESTKR (Prof. E. Ray).— A Chapter 
IN Darwinism, and other BissAVs and 
ADDRE.SSKS. Svo. 

LASLETT (Thomas).— Timber and Timber 
Trees, Native and Foreklv. Crown 
Svo. is, 6d. 

LATIN ACCIDENCE AND EXHIRCISICS 
ARRANCJED for BEGINNERS. By 
William Welch, M.A., and C, G. Duf- 
FiELD, M.A. i8mo. If. fnl. 

LAWRENCE (LORD). By .Sir Richard 
Temple. With Portrait. Crown Svo. as. 6d. 

LEAHY (Sergeant). — The Art ok Swimming 
in the Eton Style. With Preface by 
Mrs. Oliphant. Crown 8vo. af. 

LECTURES ON ART. By Regd. Stuart 
Poole, Professor W. B. Richmond, E. J. 
PoYNTER, R.A., J. T. MiCKLETH WAITE, 
and William Morris. Crown Svo. 4s. 6d. 

LEE (Margaret). — Faithful and Unfaith- 
ful,, Crown Svo. 7.s. 6d. 


LEGGE (Alfred O.). — The Growth of : 
Temporal Power of thf. Papacy. Ck 
Svo. 8f. 6d. 

LEMON. —The Jisst Book. The Choi 
Anecdotes and Sayings. Selected bycMi 
Lemon. iSmo. 4J. (nl. 

LETHBRIDGB: (Sir Roper).— A Sh 
Manual of the History of India. V 
Maps. Crown Svo. 5f. 

For other Works by this Author, 
Indian Text-Books Series, p. 24. 

LEVY (Amy).- Reuben Sachs: A .Skf.t 
Crown Svo. ^s. 6d. 

LEWIS (Richard). — Hlstory.of the L, 
boat and it.s Work. Crown Svo. 55. 

LIECHTENSTEIN (Prince.ss Marie).— E 
LAND House. With Steel Engravi: 
Woodcuts, and nearly 40 Illustrations by 
Wood bury type Permanent Process. 2 ^ 
Medium 410. Half mor., elegant. 4/. 4; 

LUJHTFOOT (The Right Rev. Bishoj 
St. Paul’s Eplstle to the Galatd 
A Revised Text, with Introduction, Nc 
and Dissertations. 9th Edition. Svo. 

St. Paul’s Epistle to the Philippic 

A Revised Text, with Introduction, Nc 
and Dissertations. 9th Edition. Svo. 

St. Clement of Rome. An Appier 

containing the newly-recovered porti 
With Introductions, Notes, and Tramslati 
Svo. 8f. 6d. 

St. Paul’.s Epistles to the Colossi 

and to Philemon. A Reyi.sed Text, 
Introductions, Notes, and Dissertations. 
Edition. Svo. i2f. 

Primary Charge. Two Addresses 

livered to the Clergy of the Dioces 
Durham, 1882. Svo. 2f. 

The Apostolic Fathers. Part II 

Ignatius to .St. Polycarp. _ Revised T? 
with Introductions, Notes, Dissertations, 
Translations. 3 vols. 2nd Edition. D 
Svo. 48f. 

Apostolic Fathers. Abridged Edif 

W’iih Short Introductions, Greek Text, 
English Translation. Svo. 

St. Clement ok Ro.me : The ' 

Epistles to the Corinthian.s. A Rev 
Text^ with Introduction and Notes. I 
Edition. 2 vols. Svo. 

A Charcjk delivered to the Cle 

OF THE Diocese ok Durham, Nov. 2: 
z886 . Demy Svo. as. 

Essays on the Work entitled 

PERNATUKAL Religion.” 8vo. 10s. 6a 

Durham Sermons. Crown Svo. 

LIGHTWOOD (J. M.)— The Nature 
Positive Law. Svo. tas. 6d. 

LINDSAY (Dr. J. A.). — The Clim^ 
Treatment of Consumption. Cr.Svo 

LITTLE PILGRIM IN ^I'HE UN.SE: 
a4th Thousand. Crown Svo. as. 6d. 

LIVINGSTONE. By Thomas Hug; 

With Portrait and Map. Crown Svo. as. 
LIVY. By Rev. W. W. Capes, Fcp. 

If. 6d. 
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LIVY. — Hannibau’s First Campaign m 
Italy. Books XXL and XXII. Edited 
by Rev. W. W. Capes, M.A. Fcp. bvo. 5s. 

Book I. Edited, with Notes and Vo- 

cabmfary, by H. M. Stephenson, M.A. 
i8mo. ij. 

Bt>oKs II. ANU III, Edited by H. JNI. 

Stephenson, M.A. Fcp. 8vo. 5^. 

The Hannibai.ian War. Being part of 

the 21 St and 22nd Book.s of I.ivy, adapted for 
the Use of Beginners. By G. C. Macao lay, 
M.A. i8mo. IS. 6/f. 

Bof>K XXI. Adapted from Mr. C.^apes’ 

Edition. With Notes and Vocabulary by 
W. W. Capes, M.A., .and J. K. Mpu.iiuish, 
M.A. i8mo. is.M. 

Books XXL— XXV. The Second 

Punic War. Translated by A. j. Ciiukch, 
M.A., and W. J. Brodkihb, M.A. With 
Maps. Crown 8vo. ys. td. 

Hooks XXIII. and XXIV. Edited by 

G. C. Macaulay. Maps. Fcp. 8vo, 5^. 

The Sip;c;e ok vSyracusk. Being part of 

Books XXIV. and XX V. of 1 .ivy. Adapted 
for the Use of Beginner.s, with Notes, Kxer- 
cise.s, and Vocabulary, by (». Richards, 
M.A.,aud A. S. Walpole., KI.A. t8mo. i.y.6^/. 

The Last Two Kinds ok Maceoon. 

Extracts from the fourth and fifth Decades of 
Livy. Selected and Edited, with Intro- 
dnetion ;wid Notes, by Id II. Rawlins, 
M.A. With Map.s. I'cp. 8\o. 3^.0*/. 

Legends ok Ancie.vt Rome, from Livy. 

Adapted and Edited, with Notes, Exercises, 
ami Vocabularies, by M. Whkinson, M.A. 
i8mo. xs. (x1. 

J^OCK(Rev. J. B.)“ -Tkk.onometry. Globe 
8vo. Parti. Klementaky Tkigonomepry. 
\s.hci . — Part 11 . Hk.iiicr 'I'kk.onometry. 
4^-. t\d. Complete, ys. 

Key to “ Elemp:ntaky Trigonometry.” 

By H. Carr, B,A. Crown 8vo. Ss. 6d. 

Trigonometry FOR BmUNNKKS. As far 

as the Solution of Triangles, (il. 8vo. :»s.6d. 

Key to “ TRit;oNOMp:TKV kok Be(;in- 

NKRS.” Crown 8vo. 6s, 6d. 

Arithmetic for Schools. 4th Edition, 

revLsed. Globe 8vo. Complete with An- 
swers, 4J. 6d. Without Answers, 44-. 6d. 
Part 1 ., with Answers, 7s. Part IL, with 
Answers, 35. 

Arithmetic for Beginners. A School 

Class-Book of Commercial Arithmetic. 
Globe 8vo, 2j. (xi. 

Key to “ Arithmetic for Beginners.” 

By Rev. R. G. Watson. Crown 8vo. Zs.6d. 

A Shilling Class-Book uf Arithmetic 

adapted for use in Elementary Schools. 
iSmo. 

Key 'ro “ Arithmetic for Schooi s.’ 

By the Rev. R.p. Watson. Cr. Svo. x^^s. 6d. 

Dynamics for Bf.ginnkrs. 2nd Edit. 

Globe Svo. 4f. 6 d. 

Elementary Statics. G 1 . Svo. 4^.6^/. 

LOCKE. By Prof. Fowler. Crown Svo. 
ts, 6d, ; sewed, ts. 


LOCKYER (J. Norman, F.R.S.).- -Ki.kmkn- 
TAK>r Lessons i.\ Astronomy. With 
numerous Illustrations and Coloured Dia- 
gram. New Edition. t8mo. 

Contributions to Solar IIiysics. 

With IlliiNtrations. Royal 8vo. 3ijr. 6d. 

Primer ok Astronomy. Illustrated. 

New Kditn n. iSmo. is. 

Outlines of Phvsio<.kaphy : The 

Movfmknt.s f>F the Kanth. •Cnjwn Svo, 

I.V. rW- 

— T'u. (. iiKMisiivV or the Sun. 8vo. 14^. 

LOCKYKR’S AS'JKONOMY. QUES- 
TIONS ON. By J. FoRMKS-KoBKKT.SflN, 
j8mo. IS. 6d. 

LOCKYER SEAHKOKK.- Star-Gazing 
Pa'^.t am> I'UKSENT. By f, Norman 
Likkvkk, E.R.S. l*'xpanded from Short- 
hand Note.s with the a.ssistance of C.. M. 
Skabkokk, F.R.A.S, Royal P.vo. 2 ia‘. 

LOlHlE (Prof. Oliver J.). — Modkkn Views 
oi- Elpx I Rici TY, Crown Svo. 6s. 6d. 

LOKWV (B.). (JUKsnoNs and Examples 
IN Kxpekimp:ntal Physics, Sound, LIght, 
Heat. Elkc noen v, and Magnetism. 
Ftp. Svo. 

- — A Grai>ua rp:i) Course ok Na'J*ukal 

.Si i|<NCK. F'’.\PJ 4 »IMrOV')'AL .AND 'J'hEORKTI- 
CA» , ion S( Hooi s AND CoLLKt.iis. Part I. 
lllM N'kAKS CoiKSK KOK KlKMENTARY 
.Sotool'. \\D THE jUNlOK Ct,A.SSK,S OK 
’J'i’.:h.nicai Scnooi.s and Coi.LKf.Ks. (jlobe 

Svo. .A. 

LOl' ri E (Mrs.). The Dining-Room. With 
llluslrution .. C lown Bvo. ()d. 

L(>NtiKELLOW, Pokms or Places : Enc.- 
i.A.SD a.nu Wam-s. Edited by ii. W. 
I <»NGri- 1 LOSS . 2 vols. t^S. 

Bai.i ,Ai»s, Lyrics, AND Si'NNKTs. From 
il.c I'oetic Works of I 1 i<;nry Wad.swokth 
Loni.khllow. i8mo. 4y. 6d. 

LOWE (W. H.).— 'Fhe Hebrew Studknt’.s 

Ct>MMPN TAKV t*N ZeCIIAKIAH Hf.BKEVV AND 
IjXX. Svo. loy. (vf. 

LOWF.LL (James Russell). —•( .omplete 
Pun r K'.M. Works. iSitio. 4s. 6t/. 

Heartsease a.nd Kuk. Crown Pvo.^ 59, 

PoLn iCAL Essays. Ext. cr. 8vo. 7y. Cw/. 

LUBBOCK (Sir John, Bart.). — The Origin 
AND Metamorphoses ok Insects, With 
Illustrations. Crown 8vo. 3.V. 6^/. 

On British Wild Flowers considrrku 

IN their Relation 'to Insects. With 
Illustrations, t'rown Rvo. 4y. 6d. 

Flowicrs, Fruits, and Leaves. Witt 

Jllustratioiw;. Crown Bvo. 4^. 6d. 

Sci KN IT Fit: LiiCTtiRKS. With Illustra- 

tion.s. New Edition, revised. Svo. 8s. 6d. 

Political and Educational Ad 

DRESSES. Bvo- 8f. 6d. 

The Pleasures of Life, New Edition 

Gl. Svo. i.r. 6d . ; swd., js, 60th Thousand 
Library Editi^. Globe Svo. 3J. 6d, 
Part 11 . Globe 8vo. if. 6d. ; .sewed, is. 

I Library Edition. Globe Svo. 3f. 6d. 
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LUCAS (F.). — Skktches of Rural Life. 
Poems, (.ilobe 8vo. 54-. 

LUCIAN. — Extracts from Lucian. Edited, 
with Introduction, Exercises, Notes, and 
VocaLulary, by the Rev. J. Bond, M.A., 
and A. S. WAL»*f>LE, M.A. i8mo. is. bd. 

LUCRETIUS. - Books I.- III. Edited by 
J. H. Warijukton T.f.e. Fcp. 8vo. ^. 6 a . 

LUPTON (J. H.).--An Introduction Tt> 
Latin Ei.kcwac Vkrse Composition. 
Globe 8voT 2s. 6d. 

Latin Rendering ok the Exercises 

IN Part II. (xxv.-c.)to Lufton’s “Intro- 
duction TO Latin Elegiac Verse Compo- 
sition. *' Cjlobe 8vo. 34', td . 

An Introduction to Latin Lyric 

Ver.se Composition. Globe 8vo. 34-. — Key, 
4J. bd . 

LUPTON (Sydney). — Chemical Arithmk- 
TIC. With 1200 Examples. Fcp. 8vo. 44?. f>d. 

Numerical Tables and Constants in 

Elementary Science. Ex. fcp. 8 vo. 2j. 6#/. 

LYALL (Sir Alfred). — Warren Hastings. 
With Portrait. 2jr. bd. 

LYSIA.S.- Select Orations. Edited by 
E. S. Shuckburgh, M.A. Fcp. 8vo. dr. 

LYRE FRANVAISE (LA). Selected .Tiid 
arranged by G. Masson. i8nio. 44*. btf, 

LYTE (H. C. Maxwell). - Eton College, 
Hlstoryok, 1440— ,1884. With IllustratioiLS. 
2nd Edition. 8vo. 2ij. 

The University OF Oxford, A History 

OK, FROM the Earliest Times to the 
Year 1530. 8vo. 164% 

LYTTON (Rt. Hon. P:arl of). -The Rini; ok 
Am A sis : A Romance. Crown 8vo. 3s. bd, 

MACARTHUR (Margaret). — History of 
Scotland. i8mo. 2.v. 

MAC.\ULAY. By J. C. M orison. Crown 
8vo. ijf. bt/. ; sewed, 14*. 

M'CLELLAND (W. J.)and PRESTON (T.). 
— A Treatise on Spherical Trigonome- 
try. With numerous Examples. Crown 
8vo. 8j. bd. — Or Part I, ^.6d. ; l*art II. 5s. 

McCOSH (Rev. Dr. JamesX — The Method 
OF the Divine Government, Physical 
AND Moral. 8>'o. 10s. bd, 

The Supernatural in Relation to 

THE Natural. Crown 8vo. 7s. bd. 

The Intuitions of the Mind. New 

Fidition. 8vo. lor. bi/. 

An Examination of Mr. J. S. Mill’s 

Philosophy. 8 vo. 7 or. 6 ^/. 

The Laws ok Discursive Thought. 

A Text-Bo<4k of F ormal I .ogic. Cm. 8vo. 54-. 

Christianity and Positivism. lec- 
tures on Natural Theology and Apologetics. 
Crown 8vo. 74. bti. 

The Scottish Philosophy, from Hut- 
cheson TO Hamilton, Bkkvkaphical, Ex- 
j'osiTORY, Critical. Royal 8vo. i 6 s . 

The Emotions. 8vo. 94. 

Reallstic Philosophy Defended in a 

pHii.o.siipHic .Series. 2 vols. Vol. I. Ex. 
posiTORY. Vol. II. Historical and 
Critical. Crown 8vo. 14^. 


McCOSH (Rev. Dr.). — PsYCHOLfTov. 

8vo. I. The Cognitive Powers, t 
II. The Motive Powers, bs. bd. 

First and Fundamental 1 

Being a Treatise on Metaphysics. 8 

MACDONALD ((Jeorge).-~'ENGLANL 
TiPHON. Crown 8vo. 4^. bd. 

MACDONKLL (John).— The Land 
tion. 8vo. 104*. bd. 

MACFARLANE (Alexander). — Pi 
Arithmetic. Crown 8vo. js. bd. 
MACGREGOR (Janies Gordon). — A 
mentary Treatise on Kinemati 
Dynamics. Crown 8vo. lor. bd. 
MACKENZIE (Sir Morell).— The H 
OK THE Vocal Ori.ans. 6 th Editior 
8vo. 6f. 

MACKIE (Rev. Ellis).— Parallel Pa 
KOK Translation into (;rkek am 
i.isH. Globe Svo. 4J. bd. 

MACLAGAN (Dr, T.).- The Germ T; 
Svo. icxr. bti. 

MACLAREN (Rev. Alexander). — .Se 

PREACHED AT MANCHESTER. Hth K 

Fcp. 8 VO. 44. bd. 

■ A Second Series of Sermons 

Edition. Fcp. Svo. 4^. bd. 

A 'riiiRD Series. 6th Edition. 

Svo. 4.9. bd. 

_Wekk-t)ay Evp;ning Addresses 

Edition. Fcp. 8vo. 25. bd. 

The Secret of Power, and 

Sermons. Fcp. Svo. 4J. bd. 

MACLAREN (Arch.). -Tiip: Fairy F/ 

A Series of Ballads and Metrical 
Crown Svo, gilt. 54 *. 

MACLEAN (Surgeon-General W. 
Diseasp:s of Tropical Climates. 

8vo. 104'. bti. 

MACLKAR (Rev. Canon).- A Class- 
OF Old Testament History. With 
Maps. i8mo. 44. bii. 

A Class-Book of New' Testa 

History, Including the connection < 
Old and New Testament. i8mo. 5^. < 

A Class-Book of the Catechis 

THE Church of England. x8mo. : 

A Shilling Book of Old Testa; 

History. i8mo. u. 

A SiULi-iNi; Book of New’ Testa) 

History. iBmo. xs. 

A First Class-Book ok the C 

CHISM OK the Church of England, 
Scripture Proofs for Junior Cl; 
and .Schools. x8mo. bd. 

A Manual of Instruction for 

kikmation and First Communion, ^ 
Prayers and Devotions. 32mo. 2s . 

First Communion, with Prayers 

Devotions for the Newly Confir 
32mo. bd. 

The Ordf.k of Confirmation, ^ 

Prayers and Devotions. 32mo. bd . 

The Hour of Sorrow ; or, The Of 

FOR THE Burial of the Dead. 3amo. 
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MACLKAK fRev. Dr.). — Apostlks of Meui- 
v4f:VAi. Kuk<j|'E. Crown 8vo. 6rf. 

An Introouctiun to thk Creeds. 

x8mo. 2jr. 6</. 

Introduction ro the Thirty-nink 

Artici.es. i8nu), 

M’LKNNAN (J. F.). The Patriarch/' i. 
Theijry. Kciited and completed by Don.vud 
M’Lknnan, M.A. 8vo. 14s. 

* Studies in Ancient History. Com- 

prising a Reprint of “ Primitive Marriage.'* 
New Edition. 8vo. i6a\ 

MACMILLAN (!>.). Memoir ok Daniei. 
Macmii-lan. Yly Thomas Huchks, Q.C. 
Crown 8vo. 4.V. 6 </. 

Popular Eiiition. Crown 3vo, sewed. 14. 

MACMILLAN (Rev. Hugh). Bible rE.YCH- 
iNos IN Na i ukk. iHth Ed. (.d. 8vo. 64. 
Holidays o.\ Hk;h Lands; or, Ram- 
bles and Inciden ts in Search of Altink 
Plants. 2nd Edition, (ilobe 8vo. 6.v. 

The True Vine; ok, The Analodiks 

OF OUR Lord’s Allecory. 5th Edition. 
Globe 8vo. 6.V. 

The Ministry of N.vtuke. 8th Edition. 

Globe 8vo. 6.V. 

The Sabbath oi* the Fiki.ds. 6th 

Edition, (ilobe 8vo. 6 a-. 

The Marriai.e in Cana, (ilobe 8 vo. 6a. 

Two Woki ds ark (H ^rd Edition. 

Globe 8vo. 6a-. 

The Olive Leaf. (ilol>e8vo. 6.v. 

Roman Mosaics; <»r, Studies in Rome 

AND its Neiohboukhood. < ilobc 8vo. 6 s. 

MACMILLAN (M. C.>-Firs r Latin Gram- 
mar. Extra fcp. 8vo. ia'. (ul. 
MACMILI.AN'S MA(iAZlNK. Published 
Monthly, tjt. Vols. 1 . -I.<XI. 74. 6c/. each. 

MACMILLAN’S SIX -SHILLING NO- 
V'^EliS. 6 a-. each vol. Crown 8vo, cloth. 

By the Re7f. Charles Kings lev. 

Westward Ho ! 

Hvkatia. 

Hkkew'akd the Wake. 

Two Years Ai.o. 

Yea.st. 

Alton Locke. With Portrait. 

By William Black. 

A Princess of Thule, 

Strange Adventurk.s ok a Phaeton. 

Illustrated. 

Thk Maid ok Killeena, a.no other 
Tales. 

Madcap Violet. 

Green Pastures and Piccadilly. 

The Beautu'ul Wretch ; The Four 
MacNicols ; The Pupil of Aurelius. 
Macleod of Dare. Illustrated. 

White Wings ; A Yachting Romanxe. 
Shandon Bells. 

Yolande. 


MACMILLAN’S SIX - SHILLINCr NO- 
V E tiS - - contin ued. 

By WilfBffm Black. 

JUDI'I H ShAKESI'EAKE. 

The Wls|| Women of Inverness, a Tale; 

AND <n HER Mlsceli.ames. 

Whitk: Hi..\ther. 

Sahin a Zembra. 

By Mrs. Cratk, Author oj "'John Halifax, 
Gentleman.*' 

I'liK Ogd vies, lllusti.ited. 

The Head of the Family. Illustrated. 
(3livk. Illustrated. 

AiiATHA's Husband. Illustratod. 

My Mother and I. Illustrated. 

Miss Tommy; A Medi.eval Romance. 

Illustrated. 

King Arthur: Not a I.ovk Story. 

By y. //. .Shorthouse. 

John Inglksant. 

.Sir Pkrciv'al. 

A Teacher of ihe V'^iolin, vnd other 
Pales. 

The Cot ntkss Evic. 

By .Xnnie Keary. 

A 1 »oi B'l iNG Hear r. 

By Hettry yames. 

'Phk AmKK-iUA.N’. 

The Euroi'k.vns. 

D.\isv Miller; An In iicrnational Ein- 
soDE ; Four Mkeungs. 
l in-: Madonna of niic P’l. lui^K, ani> 
o i-HFR 'Pai i s. 

H.idfkick Hudson. 

Washington Sou ark; 7'he PknsIon Beau- 
RKI-AS ; A BuNI'LE ('K I.ettfrs. 

I'lIK PtlRTRAlT OF A LaDV. 

Sti'riks Revived. Two Series. each. 
I'hk Bostonians. 

The RFVIiRI!E;RAToR. 

By B'. Marion Crawford. , 

Sant’ Ilakio. 

(iKEIKKNSTKlN. 

Realm AH. By the Author of “ Friends. in 
Council.” 

Old Sir Doucilas. By the lion. Mrs. 
Norton. 

Virgin S<hl. By 7'ourgenief. 

The HakTsour Bar. 

Bengal Peasant Life. By Lal Behari 
Day. 

Vida: Study of a (iiKL. By Amy Duns- 
.MUIR. 

Jill. By E. A. Dili.wyn. 

Nea-ra : A Tale of Ancient Rome. By 
J. W. Graham. 

The New Antigone : A Romance. 
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MACMILLAN’S THREE - AND - SIX- 
PENNY NOVELS. Crown 8vo. 3S. 6 d. 
Robbeky under Arms : A Story of Life and 
Adventure in the Bush and in the Gold- 
heldo ot Australia. By Rolf Boldrewood. 
Schwartz. By D. Christie Murray. 
Neighbours on the Green. By Mrs. 
Olii'hant. 

The Weaker Vessel. By D. Christie 
Murray. 

Joyce. By Mrs. Omrhant. 

Cressy. By Bret Hakte. 

Faithful and Unfaithful. By Mar- 
garet r.EE. 

Reuben Sachs. By Amy Levy. 

Wessex Tales: Strange, Lively, and 
Commonpl.\ce. By Thomas Hardy. 
Miss Bri.:thkrton. By Mrs. Humphry 
Ward. 

A London Like. By Hicnry James. 

A Beleaguered City. By Mrs. Oliphant. 
Castle Daly. By Annie Kkary. 

Thp; WtioDLANDERS. By Thomas Hardy. 
Aunt Rachel. By D. Chrlstie Murray. 
Louisiana, and That Lass o’ Lowrie’s. 

By FRANCfc:s Hod<;son Burnett. 

The C<krulk:ans. By Sir H. Cunningham. 
The Ring of Amasis. By Lord Lytton. 

Uniform with the above . 

Storm Warriors ; ok, Ijfeboat Work 
ON THE Goodwin Sands. By the Rev. 
John Gilmore. 

Tales ok Old Japan. By A. B. Mitford. 
A Yfc:A.R with tup: Birds. By W. Wardk 
Fowler. Illustrated by Bryan Hook. 
Tales OF THE Birds. By the same. Illus- 
trated by Bryan Hook. 

MACMILLAN’S TWO SHILLING NO- 
VELS, Globe 8vo. 2s. each. 

By Mrs. Craik^ Author of *^John Halifax ^ 
Gentleman. ” 

Two Marriages. 

Agatha’s Husband. 

The Ogilvies. 

By Mrs. Oliphant. 

The Curate in Charge. 

.A Son of the Soil. 

Young Mu.sgkave. 

He that will not when He .may. 

A Country Gentleman. 

Hf:stkr. 1 Sir Tom. 

The Second Son. 

The Wizard’s Son. 

By the Author of*‘ Hogan, M.Pf* 

Hogan, M.P. 

The Honourable Miss Ferrard. 
Flitters, Tatters, and the Counsellor, 
Weeds, and other Sketches. 

Christy Carkw. 1 Ismay’s Children. 

I 


MACMILLAN’S TWO-SHILLING NC 

V ELS — continued. 

By George Fleming, 

A Nile Novel. 

Mirage. 

Thp: Head of Medusa. 

Vestigia. 

By Mrs. Macquoid. 

Patty. 

By Annie Kcary. 

Janet’s Home. 

Oldbury. 

Clp:mency P'kanki.yn. 

A York and a Lancaster Rose. 

By JV. E. Norris. 

My Friend Jim. | C'hkis. 

By Henry James. 

Daisy Miller; An In iernational Kpd 
sodk; Four Mkpvitm.s, 

Roderick Hudson. 

The Madonna ok the Future, and other 
Talb-s. 

Washington Si^uare. 

Princp:ss Casamassima. 

By Frances Hodgson Burnett. 

J.OUISIANA, AND Til AT 1 .ASS o’ LoWRIk's. 

Two Stt^rie.s. 

Hawor'J'h’s. 

By H ugh Conway. 

A Family Affair. 

Living or Dead. 

By D. Christie Murray. 

Aunt Rachel. 

By H tlen Jackson. 

Ramona : A Story. 

A .Slip in the Fe.ns. 

MACMILLAN’S HALF-CROWN SERIES 

OF JUVENILE BOOK.S. (ilobe 8vo, 

cloth, extra. 2.v. td. 

Our Year. By the Author of “John 
Halifax, Gentleman.” 

Little Sunshine’s Holiday. By the 
Author of “Johu Halifax, Gentleman.” 

When I was a Thtti.k Girl. By the 
Author of “ St. Olave’s.” 

Nine Years Old. By the Author of 
“ When I was a Little (iirl,” etc. 

A Storehouse of Stories. Edited by 
Charlotte M. Yonge. 2 vols. 

Agnes Hopetoun’s Schools and Holi- 
days. By Mrs. Oliphant. 

The Story ok a Fellow Soldier. By 
Frances Awdry. (A Life of Bishop 
Patteson for the Young.) 

Ruth and Her Friends : A Story for 
Girls. 

The Heroes or A.sgard: Tales from 
Scandinavian Mythology. By A. and 
E. Keary. 
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MACMILLAN’S HALF-CROWN SERIES 
OF JUVENILE BOOKS— continued. 

The Runaway. By the Author of “ Mrs. 
Jerningham’s Journal.”^ 

WANDERING WfLi.iE. By thc Author of 
“ Conrad the Squirrel.” 

Paksie’s Flour Bin. Illu.strated by Adrian 
Stokes. 

Milly and Olly. By Mrs. T. H. Ward. 
Illu.strated by Mrs. Alma Tadlua. 

Hannah Tarne. By Mary E. Hullah. 
Illustrated by W. J. Hknnessy. 

“ Carrots," Just a Little Boy. By Mr.s. 
MoLK.SWORri'H. Illu.St. by WALTER CrANE. 

Tell Me a Story. By Mrs. Molkswi>uth. 
Illustrated bj' Walter Crane. 

The Cuckoo Clock. By Mrs. Moles- 
woRTH. Illu.strated by Walter Crane. 

A Chklstmas Child. By Mrs. Moi.es- 
worth. Illustrated by Walter Crank. 

Rosy. By Mrs. Moi.eswokth. Illustrated 
by Walter Crane. 

The Tapestry Room, by Mr.s. Mole.s- 
wpRTH. Illustrated bv Wm^ter Crank. 

Ohawdmothkr Dear. By Mr.s. Molks- 
worth. Illu.strated by Walier Cra.nk. 

Hkrr I^apy. By Mr.s. Molesvvorph. 11 
lustrated 1 >y W' .s i. i er C u.s in k. 

■**Us": An Old-Fa.shionkd Story. By 
Mrs. Mole.swor th. Illust. by W. Crank. 

The Poplt.ai u-»n ok \n Oi.o Pear Tuh:e ; 
OK, Stories ok Insect Ltke. From thc 
French of R. Van Bruysskl. Ediiod by 
Charlotte M. VoNf/E. Illustrated. 

Little Miss Peggy. By Mrs. Mole:s- 
wuK i H. Illustr.ntecl by Walter Crank. 

Two Little Waiks. By Mrs. Moles- 
woR TH. Illustrated by Walter Crane. 

Christmas-Tree Land. By Mr.s. Moi.ks- 
woKTH. Illustrated by Walter Crane. 

MACMILLAN’S READING BOOKS. 

Adapted to the English and Scotch C'odes. 

Primer (4b pp.) iSmo, 

Book I, for Standard I. (y6 pp.) 1 Smo, 4^4 

Book 1 1 , for .Standard 11 . (144 pp.) iSmo, 5//. 

Book III. for Sundard III. (i6o pp.) iSmo, 6d. 

Book IV. for Standard IV. (176 pp.) ibmo, 8</. 

Book V. for Stamlard V. ( 180 pp.) iSmo, ix. 

Book VI. for St.andard V^I. (430 pp.)Cr.8vo, 2j. 

MACMILLAN’S COPY-BOOKS. 

*1. Initiatory Exercises and Short Letters. 

^2. Words consisting; of Short Letters. 

•3. Long Letters, with words containing Long 
Letters. Figures. 

•4. Words containing Long Letters. 

4A. Practising and Revising Copybook for 
Nos. I to 4. 

•5. Capitals, an^ Short Half-text Word.*> be- 
ginning with a Capital. 

♦6. Hsdf-text Words beginning with a Capital. 
Figures. 

•7. Small-hand and Half-text, with Capitals 
and Figures. 

*8. Small-hand and Half-text, with Capitals 
and Figures. 


MACMILI^AN’S COPV-BOOKS-^< 7 «Af. 

8a. Practising and Revising Copybook for 
Nos. 5 to 8. 

•9. Small-hand Single Head Lines. •Figures. 

10. Small-hand Single Head Lines. Figures. 
*11. Small-hand Double Ht..\d Liufs. FiguresM 

Commncial and Arithmetical Examples, 
etc. 

I3A. Practising and Revising Copybook for 
Nos. 8 to 12. * 

Tl -■ Copvbork® may be had in two sizes : 

(1) Large Post 4tu. each ; 

(2) Po.*.t oblong, 2(f. each. 

The number.s marked may alsi> be had in 
Large Post 4to, with Goodman s Patent 
SlhjIM. C'oi'lES. 6e/. e.ich. 

M ACM 1 LLAN’S l.ATIN COURSE. Part I. 
By A. 1 \L Ci>oK, M.A. jiul JCdition, 
enlarged. Globe 8vo. ;p-. Ur/, 

Part 11 . By the same. (11. 8vo. 2s. 6t/. 
MACMILLAN’S SHORTER l.ATIN 
COURSE. By A. M. Cook, M..A. Being 
an Abridgment of “ Macmillan s Latin 
Course, Part 1 .” Globe 8vo. j.v. 6r/. 

MACMILLAN’S LATIN READER. A 
Latin Reader for the Lower Forms in 
Schools. By H. J. Hardy. G 1 . 8vo. 24. 

MAC. MILLAN’S (IREKK COURSE. ICdit. 
by Rev. W . G. Rltherford, M.A. Gl. 8vo. 
1 . biR^-r Gri-kk (Ika.mmar. By the Rev. 
\V. it. Ri, i HEKi URD, M.A., LL.I). Part I. 
Aci'idcncr, ?.?. : Part II. Synta.x, .>v. ; or 
in I vol. 3f. 

11. Ea.‘^y E> i'.RCisi;s IN Greek Accide'nce. 
By H. (1. UvoKRHiLL, M.A. .;,s. • 

HI. Second (Iricek Exkrcj.sjc Book. By 
Rev. W. A. Heard, M.A. 

MAC Ml Li AN S GREEK RICAI^ER. 
Stories and l.egentls. .\ First ( Ireek Re.ader. 
With .Notes, \\>cabular>', and Exercises, Ijy 
F. H. Coi.soN, M.A. Globe 8vo. 34-. 
MA(\Mf LLAN’S ELEMENTARv CJ.AS- 
SICS. i8mo. tor. Ud. each. 

This Series falhs into two classes : — • 

(i) First Reading Books for Begiunei.s, 
providei .1 not only with Introductions nud 
Notes, but with Vocodtularies, and in stnne 
ca.ses with lijtcrcises based upon the 'IcxV. 

C2) Stcpping-si ones to the study of par- 
ticular tuithors, inieiideti for more advancvtl 
students, who .-tre beginning to read .such 
•authois as Terence, Plato, the Attic Drama- 
tists, and the harder parts of Cicero, Horac^t 
Virgil, and Thucydides. 

The.se are provided with Introductions and 
Notes, but no J-^octiduiary. The Publishers 
have been led to pro\ide the more .strictly 
Klementar^^lhiok.s with V ocabularies by the 
representation.s of many te.achers, who hold 
that beginners do not understand the use of 
a Dictionary, and of others who, in the case 
of middle-cla.ss schools where the cost of 
books is a serious consideration, advocate thc 
Vocabulary system on grounds of economy. 
It is hoped that the two parts of the Series, 
htting into one another, may together fulfil 
all the requirements of Elementiiry^ and 
Pr^aratory Schools, and the Lower Forms 
of Public Schools. 
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MACMILLAN’S ELEMENTARY GLAS- 
S I CS — continued. 

'I'he following Elementary Books, with 
Introductions t Notes, and Vocabularies, and 
in some cases with Exercises, arc either 
ready or in preparation ; 

Latin Accihence and Ex'kkcisks Ar- 
ranged KOK Beginners. By William 
Weixh, M.A., and C. G. Dufkield, M.A. 
iEsciiYLUs.— Prometheus Vinctus. Edit. 

by Rev. H. M. Stefhenson, M.A. 
Arrian. — Selections. Edited by John 
M.A., and A. S. Waleole, M.A. 

A ULUS GELHirs, Stories kkuxM. By Rev. 
G. H. Nall, M.A. 

CAiSAR. — The Gallic War. Book I. Edit, 
by A. S. Wah'Ole, M.A. 

— The Invasion of Britain. Being Selec- 
tions from Books IV. and V. of the “De 
Bello Ciallico.” Adapted for Beginners by 
W. Welch, and C. G. Duffield. 

~ The Hklv Ei iAN War. Selected from 
Hook I. of “The Gallic War,” arranged 
for the use of Beginners by W. Welch, 
M.A., and C. G. Duffield, M.A. 

— The Gallic War. Books 11. and III. 
Ed. by Rev. W. G. Ru i hekforu, M.A. 

— The Gallic War. Hook IV. Edited 
by C. Bryan.s, M.A. 

— The Gallic War. Scenes from Books V. 
and V'l. Edited by C. Colbeck, M.A. 

— The (iALLic War. Hooks V. and VI. 
(separately). By the same Editor. 

— The (iALLic War. Book VII. Ed. by J. 
Bond, M,.A., and A. S. Walfole, M.AJ 

CiCER(».— D e Senectute. Edited by E. S. 
Shuck BURGH, M.A. 

— De A.MicriTA. Edited by E. S. Shuck- 
burgh, M.A. 

— Stokie.s <jf Roman History. Edited 
by Rev. G. E. Jeans, M.A., and A. V. 
Jones, M.A. 

Eukh'IDKS. — Alcestis. By the Rev. M. A. 
Bayfield, M.A. 

— Hecuba. Edited by Rev. J. Bond, M.A., 
and A. S. Wali’OLe, M.A. 

Eutropius. Adapted for the'use of Begin- 
ners by W. Welch, M.A., and C. G. 
Duffield, M.A. 

Homer.— Iliad. Book 1. Ed. by Rev. J. 
t, ^ Bond, M.A., and A. .S. Walpole, M.A. 

- Iliad. Book XVlIl. The Arms of 
Achilles. Edited by S. R. James, M.A. 
— Ody.ssey. Book I. Edited by Rev. J. 

Bond, M.A., and A. S. Walpole, M.A. 
Horace.— Odes. Books I.— iV. Edited by 
T. E. Page, M.A. u. 6d. each. 

Livy. Book 1. Edited by H. M. Stephen- 
son, M.A. 

— The Hannibalian War. Being part of 
the 2 1 . St and 22 nd Books of Livy. Adapted 
for Beginners by G. C. Macaulay, M.A. 
— The Siege of Syracuse. Being part of 
the 24 th and 25 th Books of Livy. Adapted 
for the use of Beginners by G. Richards, 
M.A., and A. S. Walpole, M.A. 


MACMILLAN S ELEMENTARY CL 
SICS — continued. 

Livy, Book XXI. With Notes adapted f 
Mr. Capes’ Edition for the Use of Ju 
Students, by W. W. Capes, M.A., 

J. E. Mklhuish, M.A. 

— Legends of Ancient Rome, from L 
Adapted for the Use of Beginners. V 
Notes, Exercises, and Vocabulary, by 
Wilkinson, M.A. 

Lucian, Extracts from. Edited bj 
Bond, M.A., and A. S. Walpole, M. 

Nepos. — Selections Illu.strative 
Greek and Roman History. Ed 
by G. S. Parnell, B.A. 

Ovid. — Sei.kctions. Edited by E. 
Shuckburgh, M.A. 

— Easy Selections from Ovid in R 
GiAC Verse. Arranged for the use 
Beginners by H. Wilkinson, M.A. 

— Stories from the Metamorpho. 
Arranged for the use Of Beginners bj 
Bond, M.A., and A. S. Walpole, M. 

Pha*;i>rus. — Selecp Fables. Adapted 
use of Beginners by A. S. Walpole, M 

Thucydides. The Riskoftiie Athen 
Empire. Book 1. Chaps. lx.vxix.--c> 
and cxxviii. — cxxxviii. Edited by F, 
Colson, M.A. 

Virgil.— GK omiics. Book 1. Edited 
T. E. Page, M.A. 

— ^)neid. Book 1. Edited by A. 
Wai .POLE, M.A. 

— /Eneid. Book II. Ed. by T. E. Pa 

— ^Enejd. Book III. Edited by '1'. 
Pa(;e, M.A. 

— AiNEii). Book IV. Edit, by Rev. H. 
Stkphen.son, M.A, 

— A^neid. Book V. Edited by Rev. 
Calvert, M.A. 

— ACnkid. Book VI. Ed. by T. E. Pa 

— AiIneid. Book VII. The Wrath 
Turnus. Edited by A. Calvert, M= 

— iENKiD. Book IX. Edited by F 
H. M. .Stephenson, M.A. 

— Selections. Edited by E. S. Shu 
BURGH, M.A. 

Xenophon.— Anabasis. Book I. Ed 
by A. S. Walpole, M.A. 

— Anabasis. Book I., Chap.s. i.— viii. E 
by K. A. Wells, M.A. 

— Anabasis. Book II. Edited by A. 
Walpole, M.A. 

— .Selections from Book IV. ok “'j 
Anabasis.” Edit, by Rev. E. D. Stc 

— Selections from the Cyropae: 
Edited by Rev. A. H. Cooke, M.A. 

The following more advanced books F 
Introductions, Notes, but no Vocabulari 

Cicero.— Select Letters. Edit, by I 
G. K. Jeans, M.A. 

Herodotus.— Selections from Be 
VH. AND VIII. The Expedition 
Xerxes. Edited by A. H. Cooke, ^ 
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MACMILLAN’S ELEMENTARY CLAS- 
SICS — continued. 

Horace. - Selections from the Satires 
AND Efjstles. Edited by Rev. W. J. V. 
4 ^ak£k, M.A. 

— Selkc'I' Erodes and Ars Poktica. 
Edited by H. A. Dalton, M.A. 

Plato. — Kuthyfhro and Menexenus. 

Edited by C. K. Graves, M.A. 
Terence.— Scenes from the An’dria. 

Edited by F. W. Cornish, M.A. 

The Greek Elegiac Poets, from Cal- 
LiNus TO Callimachus. Selected and 
Edited by Rev. H. Kynaston. 
Thucydides. Book IV., Chaps, i. - Ixi. 
The Cai'i ukk of Sfhacteria. Edited 
by C. E. Ci RAVES, M.A. 

Virgil. — Geok<;ics. Book II. Edited by 
Rev. J. H. Shrink, M.A. 

Other Volumes to follow. 

MACMILLAN’S. CLASSICAI. SERIES 
FOR COLLEGES AND SCHOOLS. 
Fcp. 8vo. Being select portions of Greek 
and I.atin authors, edited, with Introductions 
and Notes, for the use of Middle and Upper 
Form.s of Schools, or of Candidates for Public 
Examinations at the Universities and else- 
where. 

yEsciiiNKs,- -I N C i Esii’HoNTKM. E.dited by 
Rev.' Gnnai'kin, M.A., and E. S. 
Shuckhur(;R, M.A. \In the Press. 

ACschylus. — Peksal Edited by A. O. 
Prichard, M.A. With Map. js.M. 

— The “Seven A(.ain.st Tueiuus.” Edit, 
by A. W. Vkrrall, Litt.D., and M. A. 
Bayfield, M.A. 3J.'. (ul. 

Andocides. — Dk Mysterils. Edited by 
W. J, Hichik, M.A. 2jr. 

A'lnc Orators, SKLKcrioNS from the. 
Antiphon, Andocides, Lysias, Isocrates, 
and Isseus. Ed. by R. C. Jehr, Litt.D. 6 s. 
Ca*:sar.— The Gallic War. Edited after 
Kraner by Rev. J. Bond, M.A., and A. S. 
Walpole, M.A. With Maps. 6 s. 
Catullus. ~ -Select Poems. Edited by F. 
P. Simpson, B.A. 5j. (The Text of this 
Edition i.s carefully adapted to School u,se.) 
Cicero. — The Catiline Okation.s. From 
the German of Karl Halm. Edited by 
A. S. Wilkins, Litt.D. ^s. 6 d. 

— Pro Lege Manilia. Edited, after Halm, 
by Prof. A. S. Wilkins, Litt.D. 2s. 6 d. 

— The Second Philippic Oration. From 
the German of Karl Halm. Edited, with 
Corrections and Additions, by Prof. J. E. B. 
Mayor, sj. 

— Pro Roscio Amerino. Edited, after 
Halm, by E. H. Donkin, M.A. 4^. 6 d. 

— Pro P. Sestio. Edited by Rev. H. A. 
Holden, M.^. 5^. 

Demosthenes. — De Corona. Edited by B. 

Drake, M.A. New and revised edit. ^. 6 d. 
— Adveksus Leptin^m. £^ted by Rev. 
J. R. King, M.A. \s,6d. 

— The First Philippic. Edited, after C. 
Rehdantz, by Rev. T. Owatkin. aj. (yd. 


MAOMILLAN’S CLASSICAL SERIES— 

continued. 

Eurh*ide.s.- -H ippoly r us. Edited by Prof. 
J. P. MAHAFPvand J. B. Bury.* 3^. 6 d. 

— Medea. K.dited by A. W. Vekrali 

Litt.D. jA. 6 i.i. ^ 

— Iphigenta in Tauris. Edited by K. H 
England, M.A. \s. 6 d. 

— Ion. Ed. by M. A, Ha\ i ieli*, M.A. 3f.6</ 

He. oDOTUs, B >oks VI I. and V'lll. pidit 

by Mrs. Montagu i'.utler. 

Homer. -Iliad. Books J. IX. XI. XVI.- 
XXIV. Thp; S torv of Aciur.i es. Ed. b3 
J. H. Hr.\tt,M. A.,andW. LEAF.Litt.D. 6^ 
“ Ody.ssev. Book IX. Edited by Prof 
J. E. U. Mayor, M.A. zs. 6 d. 

— Odvssey. Books XXL- XXIV. Thi 
Triumph ok Odys.seu.s. Edited by S. G 
Hamil'ion, B.A. 3jr. 6t/. 

Horace. The Odes. Edited by T. K 
Pa(;k, M..A. 6 s. (Books I. IL III. am 

IV. .separately, 34-. each.) 

-- The Sa'iire.s. lidited by Prof. A 
Palmer, M.A. 6 s. 

— 'I’he Epi.s ti.es .vnd a us Poetica. Edit 
by Prof. A. S. Wilkins, Litt.D. 6jr. 

JuvE.NAt.. riiiuTP:EN Satike.s. Edited, fo 
the use of .Schools, by K. (i. Hardy, M.A 
54. i riu; 'Lext of this Edition is carefulb. 
adapted to .School use.] 

— Sfc.1 Ecr Satu-ks. Edited by Prof. Join 
E. B. Mayor. X. and XI. 3^. 6 d . ; XII.- 
XVI. 44. od. 

Livy. Books II. and III. Edited by Rev 
H. M. Stephenson, M.A, 54. 

— Books XXL and XXII. Edited by Rev 
W. W. Cai'Es, M.A. 54. 

— Books X X 1 1 L and XXIV. Ed. by CL C 
Macaulay. With Maps. 54. 

— The La.st Two Kings of Macedo.n 
Fix tracts from the Fourth and I' ifth De 
cades of I .ivy. Selected and Fidit. by F. H 
Rawlins, M.A. With Maps. 3.V, 6 d. 

Lucretius. Books 1 . — III. Edited b 
J. H. Wakhurton Lee, M.A. 44. Or’. 

Lv.sias. -.Select Orations. Edited 
E. S. Shuckuukgh, M.A. 64. 

Martiau. - Select FipioRAMs. Edited b 
Rev. H. M. Stephenson, M.A. 64. 6 d. 

Ovid. — Fasti. Fidited by CL H. HALL 4 <ii 
M.A. With Maps. 54. 

— Hkroiuum Epistul/E XIII. Edited b 
E. S. Shuckuurgh, M.A. 44. 6</. 

— Metamorphoses. Books XIII. and XU 
Edited b>^C. Simmons, M.A. 44. 

Plato, The Repudlic. Books I. — N 

' Edited by H. Warren, M.A. 64. 

— Laciis:s. Edited by M. T. Tathas 
M.A. 24 . 6 il. 

Plautus.— Miles Gloriosus. Edited I 
Prof. R. Y. Tyrrell, M.A. 54. 

— Amphitruo. Ed. by A. Palmer, M.A. ; 

Pliny, — Letters. Books 1 . and II. Ediu 
by J. Cowan, M.A. 54. 
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continued. 

Pliny.'-Letticrs. Book III. Edited by Prof. 
J. E. B, Mayor. With Life of Pliny by 
G. H. Renoai.l. 5j. 

Plutarch. — Life of Thkmlstokles. Ed. 
by Rev. H. A. Holden, M.A., LL.I). 5.^. 

— Lives of Galba and Otho. Edited by 
E. O. HAiiUY, M.A. 6.f. 

Polybius. The History of the Achaean 
League as contained in the remains of 
^ Polybius, Edited by W. W. Cafes. 6jr. 6</. 

Propertius. — Select Pof.ms. Edited by 
Prof. J. P. Postdate, M.A. 6f. 

Sallust. Catiline and J u:iurtha. Ed. 
by C. Merivale, D.D. J^s. 6d.- Or sepa- 
rately, 2j. (yd. each. 

— Bellum Catulinae. Edited by A. M. 
Cook, M.A. 45. (yd. 

Tacitus.- -Agkicola and Germania. Ed. 
by A. J. Church, M.A., and W. J. 
Brodribb, M.A. 3J. Or separately, 
2j. each. 

— The Annals. Book VI. By the .same 
Editors, ar. 6d. 

— The Histories. Books T. and II. 
Edited by A. D. Godlky, M.A. 5X. 

— The Histories. Books III. — V. By 
the same Editor. 5^. 

Terence. — Hauton Timorumenos. Edit, 
Iw Ea S. Shuckburoh, M.A. 3^. —With 
Translation, 4J. 6d. 

— Phormio. Kd. by Rev. J. Bond, M.A., 
and A. S. Walpole, M.A. 4^. 6t/. 

Thucydidk.s. Book IV. Edited by C. E. 
(iRAVKS, M.A, 5s. 

— Book V. By the same Editor. 

— Books VI. and VTI. The Sicilian Ex- 
pedition, Edited by Rev. P. Frost, 
M.A. With Map. sr. 

Virgil. — /Eneid. Books I. and II. The 
Narrative of .d^NKAs. Edited by E. W. 
Howson, M.A. 3f. 

Xenophon. — Hellenic a. Book.s I. and II. 
Edited by H. Hailstone, M.A. 4J. 6d. 

Cyropasdia. Books VII. and VIII. Ed. 
*by Prof. A. (Joodwin, M.A, 5J. 

— Memorabilia Socratis. Edited by 
A. R. Cluer, B.A. 6j. 

— The Anabasis. Books I,— IV, Edited 
Profcs.sors W. W. Goodwin and T. W. 
White. Adapted to Goodwin’.s Greek 
Grammar. With a Map. ss. 

— Hibro. ELdited by Rev. H. A. Holden, 
M.A., LL.D. 3s. 6d. 

— Oeconomicus. By the Itame Editor. 
With Introduction, Explanatory Notes, 
Critical Appendix, and Lexicon, dr. 

The following are in preparation : 

Demosthenes.-— In Midi am. Edited by 
Prof. A. S. Wilkins, Litt.D., and Her- 
man Hager, Ph.D. 

Herotxitus. Books V. and VI. Edited 
by Prof. J. Strachan, M.A, 

ls>«os. — The Orations. Edited by Prof. 

! Wm. Ridgeway, M.A. 


MACMILLAN’S CLASSICAL SERIES— 
continued. 

Ovin. — Metamorphoses. Books I. — III. 

Edited by C. Simmons, M.A. 

Sallust. — Jugurtha. Edited by A. *M. 
Cook, M.A. 

Tacitus. — The Annals. Books 1 . and II. 
Edited by J. S. Reid, Litt.D. 

Other Volumes unll folloiv. 

MACMILLAN’S GEOGRAPHICAL 
SERIES. Edited by Archibai 
F.K.S., Director-General of the 
Survey of the United Kingdom. 

The Teaching ok Geo(;raphy. A Practical 
Handbook tor the use of Teachers, Cr. 
8vo. IS. 

Geography ok the British Isi.es. By 
Archibald (iF.iKiK, F.K.S. rSmo. xs. 
The Elementary Sch‘h>l Atlas. 24 Maps 
in Colours, By JfHiN Baktmolo.mew, 

F. R.G.S. 4to. ir. 

An Elementary Class-Book of General 
Geo(;rai*hy. By Hut.ii Rf)BKKT Mill, 
D.Sc. Ed in. Illustrated. Cr. 8vo, 3J. (yd. 
Map Drawing and Map Making. By 
W. A. Elder roN. 

Geography of the British Colonies. By 

G. M. Dawson and Ai.ex. Sutherland. 
Geography of KuRr)i>K. By James .Sime, 

M. A. With Illustrations. Globe 8vo. 
Geography of North America. By Prof. 

N. S. Shalek. 

GF.O<iRAPHY OF INDIA. By H. F. BlAN- 

ford, F.(kS. 

.MACMILLAN’S SCIENTIFIC CI,ASS. 
BOOKS. Fcp. 8 VO. 

ElE.MKNTARY l.K'-SONS IN THE SCIENCE OF 
AtiRICULTURAL PRACTICE. By Prof. H. 
Tanner. 3jr. (yd. 

Popular Astronomy. By Sir G. B. Airy, 
K.C.B., late Astronomer-Koyal. 4J. td. 
Elementary Lessons in Physiology. By 
T. H. Huxley, F.R.S. 4^. (yd. (Ques- 
tions on, xs. (yd.') 

Lessons in Logic, Inductive and Deduc- 
tive. By W. S. Jevons, LL.D. 3^. (yd, 

Lf.s.sons in Ki-kmkn i ary Chemistry. By 
Sir H. Rosc«>f:, F.R..S. 4J. (yd. -Problems 
adapted to the. same, by Prof. Thorpe. 
With Key. 2.y. 

Owens College Junior Cour.sk of Prac- 
tical Chemistry. By F. Jones, With 
Preface by Sir H. Roscos, F.R.S. ar. 6<f, 
Experimental Proofs of Chemical 
Theory for Beginners. By William 
Ramsay, Ph.D. is. (yd. 

Numerical Tables and Constants if 
Elementary Science. By Sydney 
Lupton, M.A. is.6d.r 
Lessons in Elementary Anatomy. By 
St. G. Mivart, F.R.S. 6s. 6d. 
Political Economy for Bkihnnbrs. By 
Mrs. Fawcett. With Que.stions. is. 6d. 
Diseases of Field and Garden Crops, 
By W. G. Smith, ^s. 6d. 
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MACMILLAN’S SCIENTIFIC CLASS- 
BOO continued. 

Lessons in Elementary Botany. By 
Prof. Oi.iVER, F.R.S. 4^-. 6./. 

Le.ssons in Elementary Physics. By 
Prof. Balkolk SiTcwAKT, F.R.S. New 
Edition. 4.V. (ui. (Questions on, aj.) 
Elemeni aky I.e.ssons on Astronomy. By 
J. N. I.OCKYKR, F.R.S. New Edition. 

5.V. 6 d. ((Questions on, u. (ui.) 

An Elkmkn i'arv 'I kkatise on Sie.^m. By ! 

Prof. J. Perry, C.E. 45. 6 d. 

Questions and E.\ami*lks on Experi- 
mental Physics: .Sound, Light, Heat, 
Electricity, and Magnetism. Ity B. Loewy, 
F.R.A.S. Fcp. 8vo. 25. 

A Graouatioi Course ok Natural^Sci- 
KNCE FOR Ei.EMENTARY AND TeCHNICAI. 
Schools and Colle(;ks. Part I. First 
Year’s Course. By the .same. GI. 8vo. a.?. 
Physical (iKOGRAi’Hv, Klkmentakv Les- 
sons IN. By Akchihald Geikie, F'.R.S. 
45. (id. (Questions, i.v. fv/.) 

Sound, Ki.emkntary Le.ssons o.v. By Dr. 

W. H. Stone. 3.1. 6 d. 

Clas.s.Book ok Gi.chjrahhy. By C. H. 

Clarke, F'.R.S. is.()it. ; sewed, 3^. 
Questions on Chemistry. A Series of 
Problems and F.xerci.se.s in Inorganic and 
Organic CMiemisiry. F. Jones, jj. 
Electricity and Magnetism. By Prof. 

SiLVANi's 'J'homi'son. 45. 6a'. 

F 2 lectuic l^KiHT Ari I HMErnc. By R. E. 
Day, M.A. us. 

The F^conomics ok Industry. By Prof. 

A. Marshall and M. P. Marshall. 'js. 6 d. 
Short (UtoGRAi'Hv ok the British Is- 
lands. By J. R. (iKK.EN and Alice S. 
Green. With Maps. 35, 6f/. 

A Collection of F.xamim.ks on Heat and 
Electricity. By H. H. Turner. 35. 6r/. 
Owens College Course ok Practical 
Organic C'hemlstkv. By Julius B. 
CoHKN, Ph.l). With Preface by Sir H. 
Ro.scoe ami Prof. Schoklkmmkk. ar. 6</. 
Elements of Chemistry. By Prof. Ira 
Rem.sen. aj. 6 {/. 

Examples in Physics. By Prof. D. E. 

J ON ES, B. Sc. 3A . 6 d. 

MACMILLAN’S PROGRESSIVE 
FRF'.NCH COUKSF:. By G. Eug^nk 
Farnacht. F'.xtra fcp. 8vo. 

I. First Year, containing F^a.sy Lessons 
IN THE Regular Accidence. Thoroughly 
revised FMition. if. 

II. Second Year, containing An Ele- 
mentary Grammar. With copious Fixer- 
cises, Notes, and Vocabulancs. New 
Edition, enlarged, af. 

III. Third \^ar, containing a System- 
atic Syntax and Le.ssons in Compo- 
sition. af. 6<f. 

The Teacher’s Companion to the same. 
With copious Notes, Hints for different 
renderings, Synonyms, Philological Re- 
marks, etc. 1st Year, 4J. 6 d. and Year, 
4f. 6 d. 3rd Year, 4f. 6 d. 


MACMILLAN’S PROfJRESSIVE 
F'RENCH RKADF.RS. By G. Eugene 
F'asnacii'i . Extra fcp. 8vo, 

I . First Year, containlm; TjIles, His- 
torical Fix TR.vc rs, I.ktters, Dia- 
log. uk.s, F'abmcs, Bai lads, Nurs^*^'-' 
Si»N<..', etc. W’iih 'Lwo V’ocabularie.s : (1) 
In the Order of Subjects; (2) In Alpha- 
betical Order. 25. fui. 

II. Second Year, coxtainin'g Fiction in 

Pmo-k Aims Vi- ysic, Hls riMvMCAL AND 
Descrh*"iv'k FIx'vr acts, FIssays, Let- 
ters, etc. 2f. M. ^ 

MACMILLAN’S FRENCH COMPOSI- 
'riON By fi. FluGft.NE F’asnacht. Extra 
f< p. 3 vo. 

I’art 1 . Klemkn i Akv. 25. 6 d . Part II. 
Advanced. 

The Teacher’s Companion to the Same.^ 
f’art 1. 4.V. ( id . 

MACM ILLAN’S PROGRESSIVE 
GERMAN COURSE. By G. Eugene 
F'a^nacht. Extra fcp. 8vo. 

I. F'ir.st Year, containing Ea.sy Les.sons 
ON the Rec.ular Accidencii. is. 6d. 

II. Skcond Year, c<l\'i alning Conver.sa- 
TioNAL Lessons on Svsticmatic Acci- 
DE.Ncic AND Elemen tary Svn 1 ax, with 
Phumux.ical Illu.stra tions and Ety- 
Moi.ot.icAL VocAHUl.ARV. Ncw Flditioii, 
enlarged. 3.1.60'. 

Fhe Teacher’s Companion to the .same. 
tsl Year, 4.5. t>d. and Year, 4f. 6d. 

MACM I LEAN’S PROGRESSIVE 
(iERMAN READERS. By (J. Eugene 
F'asnach I . Extra fcap. 8vo. 

L First Year, coN'TAiMNc. an Introduc- 
tion to the German order ok Words, 
with Copious FIxamplks, F^xtracts 
FROM German Authors in Prose and 
Poetry, Note.s, Vocahulakies. af . 

MACMILLAN’S SERIES OF F'OREIGN 
SCHOOT, CLASSICS. Edited hy G. E. 
Fasnacht. i8mo. 

Select works of the bc.st foreign .\uthors, 
with .suitable Notes and Introductions 
based on the latest researches of French 
and (German Scholars by practical ma.sters 
and teachers. 

FRENCH. 

Corneille. — Le Cid. Fidited by G. 
Fasnacht. if. 

Dumas.- Lbs Demolselles de St. Cyr. 

Edited by V ictor Oger. if. 6d. 

La Fontaine’s Faijles. Books I.~VI. 

lEdit. bg L. M. Mokiarty. \Inthe Press. 
MoLifeRE.-'LKS F'emmes Savantes. By 
C. Fi. Fasnacht. if. 

— Le Misanthrope. By the same. if. 

— Le M6 decin Malgr6 Lui. By the 
same. if. 

— L’Avare. Ed. by L. M. Moriarty. if. 
— I.K Bourgeois Gentilhomme. By the 
same. if. (>d. 

Racine.— Britannicus. Edited by EoefcNE 

PeLLISSIER. 3 f. 
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MACMILLANS FOREIGN SCrfoOL 
C LASSI CS — continued. 

^ FRENCH. 

French Readings from Roman Hirtorv. 
Selccted from various Authors. Edited by 
C. CoLBECK, M.A. 4jr. td. 

Sand (George). — L a Mare au Diable. 

Edited by W. E. Russell, M.A. x$. 
Sandeau (Jules). — Mademoiselle dk la 
SE iGLiiiRE. Edit, by H. C. Steel, js. 6d. 
Thiers’s History ok the Egyptian Expe- 
dition. Edit, by Rev. H. A. Bull, M.A. 
Voltaire. — Charles XII. Edited by G. E. 
Fasnacht. 3j. M. 

(GERMAN. 

Freytag. — Doktor Luther. Edited by 
Francis Stork, M.A. \_In the Press. 
<ioETHE.— G otz VON Berlichingen. Edit, 
by H. A. Bull, M.A. 2J. 

— Fau.st. Parti. Ed. by Miss J. Lee. 4f.6</. 

Heine. — Selections from the Reise- 

HILDER AND OTHER PrOSE WoRKS. Edit, 
by C. CoLBECK, M.A. 2jr. td. 

1 .ESSING. — Minna von Barn helm. Edited 

by J. SiME, M.A. 

Schiller. — Die Jungfrau Von Orlean.s. 
Edited by Joseph Gostwick. us. 6d. 

— Maria Stuart. Edited by C. Sheldon, 
M.A.,D.Lit. 2s.6d. 

— “ Wall'kn.stkin. Part I. Das LAger. 

Edited by H. B. Cotterill, M.A. ss. 

— Wilhelm Tell. Edited by G. E. Fas- 
nacht. 2 f. 6d. 

— Selections from Schiller’s Lyrical 
Poems, Edited by E. J. Turner, M.A,, 
and E. D. A. Morshead, M.A. 2S. 6d. 

Uhlan d. — Select Ballads. Adapted as 
a First Easy Reading Book for Beginners. 
Edited by G. E. Fasnacht. is. 
MACMILLAN S PRIMARY SERIES OF 
FRENCH AND (GERMAN RB:ADING 
BOOKS. Edited by G, Eugene Fas- 
nacht. With Illustrations. Globe 8vo. 
CoRNAZ. — Nos Enfants et Leurs Amis. 

Edited by Edith Harvey, xs. 6d. 

De Maistre. — La Jeune Sib^rienne kt 
ILk L6 prkux de la Cit6 d’Aoste. Edit, 
by S. Baklet, B.Sc. if. 6d. 

Florian. — Select Fabl£.s. Edited by 
Charles Yeld, M.A. is. M. 

C-.tmm. — Kinder- und HausmArchbn. 
Selected and Edited by G. E. Fasnacht. 
Illustrated. 2^. 6d. 

Hauff. — Die Karavane. Edited by Her- 
man Hager, Ph.D. With Exercises by 
G. E. Fasnacht. 3x. • 

La Fontaine. — Fables. A Selection, by 
L. M. Moriaktv, M.A. With Illustra- 
tions by Randolph Caldecott, as. td. 
M0LE.SW0RTH. — French Life in Letters. 

By Mrs. Moleswokth. is. td. 
Perrault. — Contes de Fi^es. Edited by 
G. E. Fasnacht. xs. 6d. 

Schmid. — Heinrich von £ichenfel.s. Ed. 
by G. E- Fasnacht. as. 6d. 


MACNAMARA(C.).—A History of Asiatic 
Cholera. Crown 8vo. loj. 6d. 
MACQU 0 ID(K.S.).— Patty. Globe 8vo. 2r. 

MADAGASCAR : An Historical ani/’De- 
scRiPTivE Account of the Island and its 
FORMER Dependencies. By Captain S. 
Oliver, F.S. A. 2vols. Med. 8vo. ai.ias.6d. 

MADAME TABBY’S ESTABLISHMENT. 
By Karl Illustrated by L. Wain. Crown 
8vo. 4S. 6d. 

MADOC (Fayr). — The Story of Melicent. 
Crown 8vo. 4^. 6d. 

Margaret Jermink. 3 vols. Crown 

8vo. 31J. 6d. 

MAGUIRE (J. F.). — Young Prince Mari- 
gold. Illustrated. Globe 8vo. 4^. 6d. 

MAHAFFY (Rev. Prof. J. P.).~-Social Life 

IN (JrEECK, FROM HoMER TO MkNANDHK. 
6th Edition. Crown 8vo, gjr. 

(tReek Life and Thought from the 

Age of Alexander to the Roman Con- 
gUKST. Crown 8vo. i2jr. 6d. 

Rambles and Studies in Greece. Illus- 
trated. 3rd Edition. Crown 8vo. lojr. 6d. 

A History of Classical (treek Lite- 

ra ture. 2 vols. Cr. 8vo. gs. each. — Vol. I. 
The Poet.s. With an Appendix on Homer by 
Prof. Savce. — Vol. II. The Prose Writers. 

(iREEK Antiquities, lllust. i8mo. u. 

Euripides. i8mo. xs. 6d. 

The Decay ok Modern Preaching : 

An Essay. Crown 8vo. 34% 6d. 

— — The Principles of the Art of Con- 
versation. 2nd Kd. Crown 8vo. 4J. 6d. 

MAHAFFY (Rev. Prof. J. P.)and ROGERS 
. E.). — Sketches FK<JM a Tour through 
olland and Germany. Illustrated by 
J. E. Rcxjer.s. Extra crown 8vo. loj. 6d. 

MAHAFFY (Prof. J. P.) and BERNARD 
(J. H.). '"Kant’s Critical Philo.sophy for 
English Readers. A new and completed 
Edition in 2 vols. Crown 8vo. — Vol. I. The 
Kritik of Pure Reason Explained and 
Defended. 7s.6d.~V0]. II. The “Pro- 
legomena.” Translated, with Notes and 
Appendices. 6 .l 

MAITLAND(F. W.).— Plea.s of theCrown 
FOR the County OK Gloucester, a.d. 1221. 
Edited by F. W. Maitland. 8vo. ys. 6d. 

Justice and Police. Cr. 8vo. 3^. 6d. 

MALET (Lucas). — Mrs. Lorimer: A Sketch 
IN Black and White. Cr. 8vo. 4s. 6d. 

MANCHESTER SCIENCE LECTURES 
FOR THE PEOPLE. Eighth Series, 
1876 — 77. With Illustrations. Cr. 8vo. as. 

MANSFIELD (C. B.).— A THEriRv ok Salts. 
Crown 8vo. 14^. 

Aerial Navigation. Cr. 8vo. los. 6ti. 

MARKHAM {C. R.).-*-Life ok Robert 
Fairfax, of Steeton. 8vo. r2j. 6d. 

MARRIOTT (J. A. ’R.).'~The Makers of 
Modern Italy : Mazzini, Cavour, Gari- 
baldi. Three Oxford lectures. Crown 
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MARSHALL (Prof. Alfred). — The Principles 
OF Kconomic.s. 2voIs. 8vo. Wol. I. shortly, 

MARSHALL (Prof. A. and Mary P.). - The 
Economics OK Industry. Ex.fcp.8vo. os.^. 

MARSHALL (]. M.).- A Table t>K Irregu- 
lar GREfeK VKRIJS. 8 V 0 . IJ. 

MARTEL (Chas.).-- Military Ii'aly. With 
Map. 8vo. \zs. (id. 

MARTIAL. — Select Epigrams for Eng- 
lish Readers. Translated by W. T. Webb, 
M. A. Extra fcp. 8vo. 4.1. 6//. 

Select Epigrams. Edit, by Rev. H. M. 

Stf.phenson, M.A. Fcp. 8vo. 6s. 6d. 

MARTIN (Frances).— The Poet’s Hour. 
Poetry Selected and Arranged for Children. 
t2tnO. 2J. 61I. 

Spring-Time with the Poets. i8mo. 

3J. 6d. 

Angelioue Arnalld, Abbess of Port 

Royal. Crown 8vo. ^jr. (id. 

MARTIN (Frederick). - The History of 
Ij.oyd’s, and of Marinp: Insurance in 
Great Britain. 8vo. T4.V. 

MARTI NEAU (Harriet). Biographical 
Sketches, 1852 -75. Crown 8vo. 6s. 

MARTI NJi^AU (Dr. Janie.s).- -Spino/a. 2nd 
Fldition. Crown 8vo. 6s. 

MARTINEAU (Miss C. A.). Easy Lessons 
ON Heat. Cilohe 8vo. 'is. 6d. 

MASSON (Prof. David).— Recent British 
Philo.sophy. 3rd Edition. Cr, 8vo. 6s. 

Drummond OF Hawthoknden. Crown 

8 VO. lof. 6d. 

Wordsworth, Shelley, Keats, and 

other Es.says. Crown 8vo. 5^. 

Chatterton : Story of the Year 

1770, Crown 8vo. sr. 

Life of Milton. See “ Milton.” 

Milton's Poems. See " Milton.” 

DeQuincky. Cr. 8vo. lv. 6d. ; sewed, is. 

M.\SSON (Gustave).— A Compendious Dic- 
tionary <JF the French Language 
(Frknch-English and P 2 nglish-Frknch). 
Crown 8vt>. 6s. 

La Lyre Fkanvaise. Selected and ar- 
ranged, with Notes. Vignette. i8mo. 4s. 6d. 

MASSON (Mrs.).- - Three Centuries of 
English Pokj ky. Being Selections from 
Chaucer to Herrick. Globe 8vo. 3^. 6d. 

MATHEWS,- The Life of Charles J. 
Mathkw.s. Edited by Charles Dickens. 
With Portraits. 2 vols. 8vo, 25J. 

M.\TURIN (Rev. W.).— The Blk.s.sednf.ss 
OF THE Dead in Christ. Cr. 8vo. 7s. 6d. 

MAUDSLEY(Dr. Henry).- Thu Physiology 
OF Mind. Crown 8vo. lof. 6d. 

The Pathology of Mind. 8vo. i8r. 

— — Body and Mind. Crown 8vo, 6jr. (xf. 

MAURICE. — t,iFE OF Frederick Denison 
Maurice. Byhis Son, Frederick Maurice, 
Two Portraits. 3rd Ed. a vols. DemySvo. 36J. 

Praular Edition (4th Thousand) 2 vols. 

Crown 8 VO. i6f. 

MAURICE (Frederick DenusonX - The King- 
DOM ofChrlst. 3rd Ed. 2 vols. Cr. 8vo. t3s. 


MAiyRICE (F. I).). - - Lhcn res on the 
Apocalypse. 2nd Edition. Cr. 8vo. 6s. 

Social Morality. 3rd Kd. Cr. Svo. (s. 

CoNsrruNci;. I.ectnres on f'asuistry. 

3rd Edition, frown 8vo. 6t^. 

Dialogi-'ES ON Fvmilv \\'oi<-.inp. frown 

Svo. 4f. 6d. 

The Patriarchs AND La\v(.ivkks<*k the 

Old Testament. 7tli Ed. C#-. Svo. 4?. 6d. 
— --The Pkt>PHETS AND Kini.sof ihp; Old 
Tes r.-i,MKN i , 5lii E(li:ion. Cr. Svo. 6s. 

The (iosPKi. ok 1 h;. Kingdom of. 

Heaven. 3rd Kditiun. frown 8vo. 6s. 

— — The Gospel ok St. John. 8ih Edition. 
Crown 8vij. 6s. 

-Till Ei'isTLFs OK S r. John 4th Edition. 
Crown Svo. 6... 

Expository Sermons on ihk Pka\'er- 

Book ; A.NO ON THE Lord’s Puayer. Ncw 
Edition. Crown Svo. 6s. 

Theoloihcal K.ssay.s. 4th Ed. Cr.Svo. fu. 

— The Doci kink of Sac. ki kick, oKorcro 
FROM THE Scriptukp;s. 2nd Ed. Cr.Svo. 6s. 

- Moral AND Mktaphy.sicai Philo.sophy. 
4th Edition. 2 vol.s. Svo. i6s. 

The Religions of the World. 6th 
F^lition. frown Svo, 4.V. f>d. 

On the Sabhath D.'vv ; the Character 
OK THE Warrior; and on riiE Interpre- 
tation ok Ills ioky. Fcp, 8vo. zs.6d. 

I ,K A R N 1 N c , A n W o R k’ I Nc'. .Cl'. Sv'o. 4.r. 6d. 
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I. KC TURKS. 3td Edition. Cr.Svo. .\s. 6d. 
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2nd Eilition. a vols. Crown Svo. t2.v. 

— Le.ssons ok Hope. Rcading-i from the 
Works of F. I.). Maurice. Selected by Rev. 

J. Ll. Davies, M.A. Crown Svo, 5.4. 

— —The Communion Sf.rvice kiom the 
Book of Coim.mon Prayer, wrrn .Si.i.kct 
Rk.mmng.s from the Writings ok ihe 
Rev, F, I). Maurice. Edited by the Right 
Rev. Bishop Colf.nso. ibmo. 2,v. 6d.* 
MAXWELL.— Professor Clerk .Maxwelt , 
A Life OK. By Prof. L. Ca.mpbell, .M.A., 
and W. Garnf-tt, M.A. 2nd Editioii. 
Crown 8vo. 7s. 6d. 

MAYER (Prof. A. M.).~-Sound. A Series .d 
Simple, Entertaining, .and Ine.xpensive Ex- 
periment.s in the Phenomena of Sound. With 
lUu.strations. Crown 8vo. jis. Cxi. 

MAYER (Prof. A. M.)aiul BARNARD (C.)- 
Light. a Series of Simple, Entertaining, 
and Useful Experiments in the Phenomena 
of Light. I Illustrated. Crown Svo. zs.td. 
MAYOR (Prof. John E. B.).--A First Greek 
Reader. New Edition. Fcp. 8vo. 4f. 6 d. 

Autobiography of Matthew Robin 

SON. Fcp. 8 VO. 5f. 

— A Bibliographical Clue to La'Tiv 
LrrKRATURE. Crown Svo- loj. (ul. [S« 
also under “ Juvenal.”] 
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GiNNER.s. Fcp. 8vo. Parti, is . ttd . — Parts 
II. and III. 3.S. (xi. — Complete, 4J. 6 d. 

MAZIN? (Linda). —In the Golden Shell. 
With Illustrations. Globe 8vo. 4J. 6 d , 
^^lELBOURNE. — Memoirs ok Viscount 
Melbour.ve. By W. M. Torrens. With 
Portrait. 2nd Edition. 2 vols. 8vo. 32J. 

MELDOLA /Prof. R.)— The Cheaiistky of 
Photoorai’HY. Crown 8vo. 6j. 

MKLDOLA (Prof. R.)and WHITE (Wm.).— 
Rekort on the East Anglian Earth- 
' 9UAKE OF 22ND April, 1884. 8vo. 

MENDENHALL (T. C.). A Century of 
Elkctrici'i V. Crown 8vo. 4J. 6 iL 

MERCIER(Dr. C.). — The Nektous System 
AND the Mind. 8vo. laj. ( xi . 
r MERCUR (Prof. J.). — Elements of the 
Art of War. 8vo. 17J. 

MEREDITH (George). — A Reading of 
Earth. Extra fcp. 8vo. s^r. 

PoE.Ms AND Lyrics of the Joy of 

Earth. Extra fcp. 8vo. 6 j. 

Ballads and Poems of Tragic Life. 

Crown 8 VO. tw*. 

MI ALL. — Life of Edward Mi all. By his 
Son, Arthur Miaul. 8vo. 10s . 6 d . 

MILL (H. R.). — An Elementary Class- 
Book OF General Geography. Crown 
8vo. 

M ILLAR (J.B.)— Elements of Df..scriptive 
(Jkomp:tky. 2nd Edition. Crown 8vo. 6f. 

MILLER (R. Kalley).—THE Romance of 
Astronomy. 2nd Ed. Cr. 8vo. 4^. ( id . 

MILLIGAN (Rev. Prof. W.).— The Resur- 
rection of Ouk Loud. 2nd Ed. Cr. 8vo. 5^. 

The Revelation of St. John. 2nd 

Edition. Crown 8vo. 7J. 6 d . 

MILNE (Rev. John J.).— W’eekly PRunLEM 
Papers. Fcp. 8vo. 4^. td . 

Companion to Weekly Pkoulems. Cr. 

8vo. lof. 6 d . 

Solutions OF Weekly Problem Papers. 

Crown 8 VO. 10s . td , 

MILNE (Rev. J. J.) and DAVIS (R. F.).-- 
Gkom ethical Conics. Part I. The Para- 
bola. Crown 8 VO. 

MILTON. -'The Life of John Milton. 
By Prof. David Mas.son. Vol. I., air. ; 
Vol. III., i8f. ; VoU. IV. and V., 32^. ; Vol. 

VV., with Portrait, uis . 

Poetical Works. Edited, with Intro- 
ductions and Notes, by Prof. David Masson, 
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bridge Shakespeare.) 

Poetical Works. Ed. by Prof. Mas.son. 

3 vols. Fcp. 8vo. i5f. 

Poetical Works. {Globt Edition.) Ed. 

by Prof. M asson. Globe 8vo. 35. (id, 

; Paradise Lost. Books I. and II. EkI., 

with Introduction and Notes, by Prof. M. 
Mac.millan. Globe 8vo. 2s . 6 d . (Or sepa- 
rately, ir. ( id . each Book.) 

L' Allegro, 1 l Penseroso, LVcidas, 

Arcades, Sonnets, etc. Edited by Prof. 


MILTON. — CoMu.s. Edited by»Prof. ^Wm. 
Bell, M.A. Globe 8 vo. ir. 6^. ^‘‘Hl 

Samson Agonistes. By H. M. Per 

ciYAL, M.A. Globe 8vo. ar. ( id . 

MILTON. By Mark Pattison. Cr. Svo.. 
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MILTON. By Rev. Stopfokd A. Brooke,. 
M.A. Fcp. 8vo. ir. ( id . 

Large Paper Edition. 2ir. 

MINCHIN (Rev. Prof. G. M.).— Naturae 
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MINTO (W.). — Thf, Mediation of^Ralph 
Hardklot. 3 vols. Crown 8vo. 315. 6 d . 
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MITF0RD(A. B,).— -Tat.es of Old Japan.. 
With Illustrations. Crown 8vo. 3X.!Sw. 

MIVART (St. George).— Lessons in Ele- 
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MIXTER (Prof. W. G.). — An Elementary" 
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Crown 8vo. ys . 6 d . 

MIZ MAZE (THE); or, The WiNKwoRTie 
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MOHAMMAD. The Speeches and Table- 
Talk OF the Prophet. 'I'ranslated by 
Stanley La ne-Poole. i8mo. 4s. 6d. 

MOLESWORTH (Mrs.).- Herr Baby. Il- 
lustrated by Walter Crane. Gl. 8vo. 2s.6d. 

Grandmother Dear. Illustrated by 

WALTEit Crane. (31obe 8vo. 2x. 6 d . 

The Tapestry Ritom. Illustrated by 

Walter Crane. Globe 8vo. 2x. ( id . 

A Christ.mas Child. Illustrated by 

Walter Crane. Globe 8vo. 2x. 6 d . 

Su.MMER Stories. Crown 8vo. 4X. ( id . 

Rosy. Illustrated by Walter Crane. 

Globe 8vo. 2X. 6 d . 

Tw«) Little Waifs. Illustrated by 

Walter Crane. Globe 8vo. 2x. 6d. 

Christmas Tree Land. Illustrated by 

Walter Crane. Globe 8vo. 2x. ( id . 

“ Us ” : An Old-Fashioned Story. II- 

lusitrated by Walter Crane. Gl. 8vo. 2s.6d. 
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trated by Walter Crane. Gl. 8vo. ax. dif, 

Tell Me a Story. Illustrated by 

Walter Crane. Globe 8vo. 2x. ( id . 

The Cuckoo Clock. Illustrated by 

Walter Crane. Globe 8vo. 2s . ( id . 

Four Winds Farm. Illustrated by 

Walter Crane. Globe 8vo. 2X. 6d. 

Little Miss Peg(;y. Illustrated by 

Walter Crane. Globe 8vo. 2x. 6d. 

Four Ghost Stories. Crown 8yo. 6r. 

A Christmas Posy. Illustrated by 

Walter Crane. Crown 8t’o. 4X. 6d. 

French Life in Letters. With Notes 

on Idioms, etc. (Jlobe 8vo. ix. 6d. 

The Rectory Children. Illustrated by 

Walter Crane. Crown 8vo. 4X. 6d. , 
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T.e Bourgeois Gentilhomme. By the 
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tions. 8 vo. i4f. 
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On the Study ok Li terature. Crown 
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MOULTON (Louise Chandler). — Swallow- 
Flight.s. Extra fcp. Svo. 4f. 6d. 
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Part 1 . Determinants in* General. 
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MUIR(M. M. Patti'^on). - Pkai tical Chem- 
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8vo. If. 6 d. 

MUIR (M. M.:P.) and WILSON (D. M.).— 
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8 VO. 12.V. 6 d. 

MijT.LER -THOMPSON. - riiE Fkktili- 
-SATHiN OF Flowers. I’ly Prof Hermann 
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soN. With .1 Preface by Charles Darwin, 
P. R.S. Medium 8vo. 2tf. 

MULLI N(iLK(J. B.), Camp.kidgeCharac- 
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('lown 8vo.‘/"4f. 6 d. 

Ml’RPHY (j. J.). Hamit and Intei.li- 
(.KN’CE. and Ed. Illustrated. 8vo. i6f. 

Ml'KK.VV d’,. G. t irenville),— Kound about 
France Grown P.vo. j.s. 6 d. 
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Crown 8\o. ^.v. 6 d. 
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The Weaki m Vfssei.. Cr. Svo. ^s. 6 d. 
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2if. each.— Parts L XIV., XIX. XXII. 
3f. 6 d. each. — Parrs XV. XVI. js. Parts 
XVII. XVIH. 7.'. Parts XXII 1 .- XXV. 
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If. each. I 

MYERS (b. \V. H.).— The Renewal v)F 
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MYERS (E.).— The Puritans : A Poem. 

Extra fcap. 8vo. 2f. 6 d. 

Pindar’s Odes. Translated, with Intro- 
duction and Notes. Crown Hvo. sf. 

Poems. Extra fcp. 8vo. 4.V. 6 d. 

— - The Defence of Rome, and other 
Poems. Extra fcp. 8vo. sf. 

The Judgment of Prometheus, and 

other Poems, Extra fcp. Svo. 3J. 6 d. 

MYLNE (The Rt. Rev. Bishop).— Sermons 
Pre.ached in St. Thomas’s Cathedral, 
Bombay. Crown Svo. 6f. 

NADAl. (E. S.).— Essays at Home ane 
Ki.sewhkre. Crown Svo. 6 s. 
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Lankrey. 4 vols. Crown 8vo. 30ir. 

NATU RAL RELKHON. By the Author of 
“ Kcce Homo.” and Edition. 8vo. qs. 

NATURE : A Weekly Illustrated Jour- 
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l.' -XL.*' [Cases for binding vols. is. td. 
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NATURE PORTRAITS. A Scries of Por- 
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The Origin and Metamorphoses of 
Insects. By Sir John Luiibock, M.P., 
F.R.S. \Vith Illustrations, ^s. 6 d. 

The Transit of Venus. By Prof. O. 
Forues. With Illustrations, jj. 6<f. 

Polarisation of Light. By W. Spottis- 
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Lubhock, M.P., F'.K.S. Illustrated, \s. 6 d. 

Flowers, Fruits, and Leaves. By Sir 
John Lubbock. Illustrated. 4J. 6rf. 

How to draw a Straight Line : A Lec- 
ture ‘on Linkages. By A. B. Krmpe, 
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Light : A Seripls of Simple, Entertain- 
ing, and Useful Kxperiment.s. By A. M. 
Mayer and C. Barnard. Illustrated. 
. 6 d. 

Sound : A Series of Simple, Entertain- 
ing, and Inexpensu'e Experiments. 
By A. M, Mayer, jj. (hL 
Seeing and Thinkin<;. By Prof. W. K. 
Clifford, F.R.S. Diagrams. 3^.6^/. 

Charles Darwin. Memorial Notices rc- 

? rinted from “ Nature.” By Thomas H. 

Iuxley, P’.R.S., G. J. R0MANE.S, F.R.S., 
Archibald («eikie, F.R.S., and W. T. 
Dyer, F.R.S. 2 j. 

• On the CoLr)L’KS of F'Lf)WERS. By (Jrant 
Allen. Illustrated. 3^. td. 

Thp: Chemistry of thp: Secondary Bat- 
teries of Plants and F'aure. By J. 
H. (iLADSToNK and A. Tribe. 2j. 6#/, 

‘ '*A Century ok Electricity. By T. C. 
Mk.ndknhall. .4J. 6 d. 

On Light. The Burnett Lectures. By Sir 
George Gabriel Stokes, M.P., P.R.S. 
Three Courses : 1 . On the| Nature of Li^ht. 
11 . On Light as a Means of Investiga- 
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7J. bd. 

The Scientific Evidences of Organic 
Evolution. By George J. Romane.s, 
M.A., LL.D. 2j. 6r/. 

Popular Lecturpls and Addre.s.sks. By 
Sir Wm. Thom.son. In 3 voLs. Vol. I. 
Constitution of Matter. Illustrated, dr. 

The Chemistry of Photography. By Prof. 

Ts - r,' r* c.- «_ 
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O. J. T.f>UGE, LL.D. Illustrated, ts, d 
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NEPOS. Selections Illustrative c 
Greek and R<jman History, from Coi 
NELius Nepos. Edited by G. S. Farnel 
M.A. i8mo. If. bd. 

NETTLESHIP.— ViR<;iL. By Prof. Nkttl: 
SHIP, M.A. F'eap. 8vo. xs.bd. 

NEW ANTKJONE, THE: A Romanc 
Crown 8vo. dr. 

NEWCOMB (Prof. Simon).-- Popular A 
TRONOMY. With 1 12 Fhigravings and Ma^ 
of the Stars. 2nd F 2 dition. 8vo. i8j. 

NFIWMAN (F. W.). - - Mathematic/ 

Tracts. Part 1 . 8vo. 5J. — Part II. 4^ 

Fh-I.IPTIC iNTKf'.KALS. 8vo. 9.V. 

NEWTON (Sir C. T.). Essays on Art an 
ARCH-^<;oLn(;Y. 8vo. 12.V. bd. 

NEWTON'S PRINCIPIA. Edited by Pre 
Sir W. Thomson and Prof. Blackbur? 
4to. 3 If. bd. 

First Book. ^ Sections 1 . II. III. Wl 

Notes, Illustrations, and Problems. F 
P. F'rost, M.A. 3rd Edition. 8vo. i2f 

NlCHUl.. (Prof. John).— Pri.mek of KNGLif= 
Composition. i8mo. if, 

F'xercises in English Compositio, 

i8mo. If. 

Byron. Crown 8vo. is. bd. ; sewed, 1 

NINE YEARS OT.D. By the Author 
“ St. Olave’s.” Illustrated by Frolic h. Ne 
Edition. Glolie 8vo. 2f. d/. 

NIXON (J. E.).~ Parallel Extracts. A 
ranged for Transl.ation into F>nglish ar 
I.atin, with Notes on Idiom.s. Part I. H' 
torical and Epistolary. 2nd FIdition. Crov 
8vo. 3f. bd. 

— ^ Prose Extract.s. Arranged for Transl 
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and Special Preface.s on Style and Idior 
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sophical. IV. Anecdotes and I.etters. 21 
Edition, enlarged to 280 pages. Crov 

8 VO. 4f.*6r/. 
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NOE L ( Lady Augusta). —W A N DE Ri NG W I Li.i 1 
(Bobe 8 VO. 2f. bti. 

Hithersea Mere. 3 vols. Cr.Svo. 3if,6 

NORDENSKIOLD. — Voyage ok tk 
*‘Vega” round Asia and Europe. E 
Baron A. E. Von Nordenskiolu. Tran 
lated by Alexander Leslie.^ 400 Illustr 
tions. Maps, etc. 2 vols. Medium 8vo. 45 
Popular Edition. With Portrait, Map 
and Illustrations, thrown 8vo. bs. 

The Arctic Voyages of Adolph Er: 

Nordknskiold, 1858 — 79. By Alexande 
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Selections from Schiller’s Lyr; 

Poems. Edit. E. J. Turner and E. D 
Morshead. i8mo. ss. 6d. 
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